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REMINGTON RAND PRESENTS 
FOUR NEW DEVELOPMENTS 


HOW MANY HAVE YOU SEEN ? 


S BUSINESS improves, as new codes of fair competi- 
tion come into action, every executive requires more 
facts, more accurate control. Remington Rand has more 
than 100 new and improved business aids, developed and 
perfected during the past four years. 


How many do you know about? How many have you seen? 
All have been tested, proved effective by actual business 
use. A Remington Rand man can tell you which apply 
to your individual needs... which you can use with a net 
profit result. Look for Remington Rand in your telephone 
book. Or write Remington Rand, Buffalo, New York 
(Canadian headquarters, 68 King Street West, Toronto)— 
world’s largest manufacturer of bookkeeping, accounting 
and adding machines, punched card accounting, typewrit- 
ers, safe cabinets, visible, vertical and loose leaf record 
systems and equipment. 


DOUBLES PUNCHED CARD CAPACITY 


(at right) The new Powers Punched Card gives 90 columns of 
vital information. In the Trust Department it brings new 
speed and accuracy to the preparation of Customers’ In- 
vestment statements and In- 
come schedules, Account and 
Security reviews, Investment 
statistics, Income control. Elim- 


inate the many repetitive oper- 
ations necessary with old- 
fashioned methods. Powers 
equipment is easily adapted to 
many other accounting opera- 
tions as well—requires no capi- 
tal investment as machines are 
leased not sold. 


COMPLETE 
MORTGAGE FACTS 
ON WHEELS 


(at left) That describes 
the new Kardex Floor 
Model which permits 
the bank official to 
have all essential mort- 
gage records at his 
desk on a minute’s no- 
tice. All vital informa- 
tion is visible. Colored 
signals flash a compre- 
hensive summary of 
the exact, current sta- 
tus of every loan... 
the official can direct 
operations accordingly. 
ne is positive mort- 
gage control for banks. 


WRITING PERFECTION WITH SILENCE 


(above) Unless you have seen and heard the new Reming- 
ton Noiseless typewriter, you have no idea what it means 
in increased office efficiency. Its 23 important mechanical 
improvements mean better looking letters, more and 
better carbons, cleaner sharper stencils, silent operation, 
faster work with a light easy touch. The first investment 
is only a few dollars more than for an ordinary typewriter, 
the upkeep decidedly less. Try it in your own a 


WEIGHS 11 POUNDS...ADDS, LISTS, MULTIPLIES 


(below) Twenty big machine features support the claim 
of this little Remington to be the first complete adding 
machine that is truly portable. Chief among them... 
lists and adds up to $10,000,000.00 . . . ten key keyboard 
with full size key buttons . . . visible adding dials... 
correction key .. . non-add key ... release key ... auto- 
matic ribbon reverse ... multiplies as well as adds. Takes 
up less space than an ordinary letterhead . . . weighs only 
eleven pounds. Price $75.00. 
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The Condition of BANKING 


USINESS conditions in the United States in May have 
been marked by economic stock-taking. Definite trends 
which became clearly definable in the earlier months of 

the year, especially in April, have reached a point where 
business is disposed to insist upon more definite assurances 
as to the future before it attempts to enter upon a more 
definite forward movement. It can hardly be said that there 
has been any recession in general business activity, but there 
certainly has been more marked hesitancy and that 
hesitancy has been reflected in both trade and industry. 

The change has been less in business done than in business 
anticipated. Retail sales during the month became spotty 
with some rather significant geographical shifts. There was 
a slowing up of buying volume in the agricultural districts of 
the South and West, for example, and a slight increase in 
business done in industrial cenfers. The average was about 
the same as in April but the shift indicated that recent 
activity had been due to local influences, such as the stimulus 
of farm bounty distribution, rather than sound economic 
conditions. 

The wholesale trade held up to about the April level in 
current volume but there has been a marked falling off in 
forward commitments partly because of general business 
uncertainty and more specifically because of a tendency of 
prices in important lines to sag and threaten merchants with 
inventory losses. Wholesalers, accordingly, have been dis- 
posed to go slow pending a more definite demand from the 


retail trade; their volume of business has slowly ebbed and 
manufacturing has ebbed with it. Inventories have increased 
while constant fluctuations in basic commodity prices have 
made it impossible for manufacturers to plan ahead. The 
general result has been a rather indefinite but none the less 
evident check to business advancement. 

The situation has also been visibly affected, almost from 
day to day, by politico-economic developments. Uncertainty 
as to the future of the N.R.A. and its effect on prices has 
been a definite retarding factor in industry; an increasing 
number of strikes and threats of more strikes and labor 
difficulties in the automobile and allied industries; the 
protracted downward trend of the stock markets; renewed 
threats of important silver legislation or other forms of 
inflation; weakness of farm product prices only modified by 
a threat of a crop failure more disastrous than low prices; 
slowness of progress in the public works program and uncer- 
tainty of its effect on business; buyers’ resistance to high 
prices; above all, Congress and the uncertainty of what it 
will do before adjournment; all these give ample explanation 
of the increasing spirit of hesitancy. 

Banking, particularly, has been affected by prevailing 
sentiment. Debate over the stock exchange control bill, the 
downward trend of stock prices, the impending divorcement 
of banks and their security affiliates and the elimination of 
the security business from banking, increased uncertainty as 
to Federal Reserve and Treasury policies with respect to 


Discount rates of the 12 Federal Reserve banks as of May 23 


MAY 23, 1933 


CHANGES, April 11 to May 16 


(By districts, from figures of reporting Federal Reserve member banks in 91 leading cities) 
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The bookkeeping room of the Drovers National Bank, Chicago, 


* 


where nine Class 3000 National Bank-Bookkeeping Machines 
are used to keep statements and ledgers posted up to the minute. 


Drovers National Bank, Chicago, 


Started with ()nc — Now uses 


ine 


National Bank-Bookkeeping Machines 


“In 1931 we purchased one of your Class 
3000 Posting Machines, as our test 
showed that this type of bookkeeping 
seemed best adapted to our needs,” says 
J. R. Miller, Auditor, Drovers National 
Bank, Chicago. And he continues, “Our 
experience was so satisfactory that we 
now have nine. The system is excep- 
tionally fast and we are pleased with the 
results.” And this experience is duplicated 
wherever National Bank-Bookkeeping 
Machines are used. 

The machines in the Drovers National 
Bank are designed especially for posting 


/ 


CASH REGISTERS e 
MACHINES e 


TYPEWRITING-BOOKKEEPING MACHINES e 


CHECK-WRITING AND SIGNING MACHINES e POSTAGE METER MACHINES e 


depositors’ ledgers and statements. New 
balances are extended automatically. 
Dates are printed automatically. Over- 
drafts are computed and printed auto- 
matically. The machine may also be 
adapted for counting and printing auto- 
matically the number of checks for 
computing service charges and to provide 
for analysis of float. 

Thus, the work is tremendously 
speeded up. A bigger volume can be 
handled with less physical effort and in 
much less time. Statements and individual 
ledgers are always posted up to the minute. 


DAYTON, 


ANALYSIS MACHINES e 


Furthermore, the machines are extremely 
flexible. When not in use on ledgers or 
statements they can be used on various 
types of proof work and on numerical 
transit work. 

There’s a tried and tested National 
Machine for every type of Bank account- 
ing. You may be interested in the experi- 
ence of other Banks with these machines; 
and especially how they may be adapted 
to your own particular needs at a sub- 
stantial saving to you in time, work and 
money. We suggest a conference on the 
subject at your convenience. 


BANK-BOOKKEEPING 
CORRECT POSTURE CHAIRS 


6 
wk 
> 
@ 


AMERICAN BANKERS ASSOCIATION JOURNAL, June 1934 


excess reserves and the use of the stabil- 
ization fund—all these factors succeeded 
in injecting into banking the same un- 
easiness manifested in general business. 
Debits to individual accounts in mem- 
ber banks sagged materially from the 
high levels of March and April this year 
as compared with last year, though still 
much above the level of May, 1933. 
During the month “all other loans” of 
reporting member banks reached the 
lowest volume since the banking holiday 
of last year. 

With all these discouragements retail 
business during the month held up on 
an average to about the April level, 
making due allowance for seasonal 
changes, and it is expected, or at least 
hoped, that the height of the spring 
selling will be about the middle of June. 
Warmer weather favored renewed buy- 
ing in the eastern states, and the New 
York district reported a very satisfac- 
tory spurt about the middle of the 
month as compared with the first half. 
In the Philadelphia district consumers 
showed a marked indisposition to buy 
at higher prices and general trade fell 
off even as compared with last year. In 
Boston there was a similar record, de- 
partment store sales showing about the 
same record as in the corresponding 
period of last year. 


MIDWEST SALES 


IN Chicago there was a distinct up- 
turn in both wholesale and retail lines, 
figures showing an increase of about 20 
per cent over last year, due largely toa 
demand for summer goods resulting 
from unseasonably warm weather. There 
was also a good demand for goods in 
districts favored with satisfactory rain- 
fall, due to the prospect of higher prices 
for farm products resulting from a pro- 
spective drought in other sections. In 
Cleveland department store sales were 
below those of April but still about 10 
per cent over those of last year. In the 
Minneapolis district all trade was hard 
hit by prevailing drought and dust 
storms and the general threat to this 
year’s crops. In the St. Louis district 
sales continue at about 10 per cent over 
the same period last year. Warm 
weather had an especially stimulating 
effect upon trade in the central west, 
Kansas City reporting department 
store sales at about 12 per cent over last 
year. 

The Atlanta district continued gains 
in both wholesale and retail lines as 
compared with last year and remained 
the leader in general business gains 
compared with the rest of the country. 
In the Richmond district there was 
general recession in retail lines. In the 


U. S. CHAMBER OF COMMERCE BOARD 


From the left, F. P. Heffelfinger, Minneapolis; R. V. Fleming, 
Second Vice-President, American Bankers Association, and 
president of the Riggs National Bank, Washington; Henry I. 
Harriman, re-elected president of the Chamber; Silas H. 
Strawn, Chicago; Felix McWhirter, former President of the 
State Bank Division of the American Bankers Association and 
president of the Peoples State Bank, Indianapolis; and T. G. 
Woolford, Atlanta 


Dallas district the retail trade continued 
at the high dollar volume it has main- 
tained since the beginning of the year 
with a slight slowing up in wholesale 
lines. The Pacific coast reported little 
or no change from the April volume of 
business except an increased demand for 
lumber for export. 

The spotty condition of business gen- 
erally was especially characteristic of 
industry. The output of steel reached 
the highest volume for many months, 
production during the month running 
above 60 per cent of capacity, according 
to accepted standards. However, it is 
becoming more and more evident that 
much of this activity is due to buying 
against the announced advance in 
prices. Prospects of strikes in the in- 
dustry also have stimulated buying for 
future needs. It has been estimated by 
steel authorities that, of the production 
of around 60 per cent of capacity, from 
9 to 10 per cent has been for stocking 
up purposes. 

Hence it is expected that production 
will fall materially in the next few 
weeks, certainly by mid-July, and that 
any further increases in production now 
will mean just that much more of a 
decrease during the summer months. 
During the month the output in the 
Chicago district reached a rate of 66 per 
cent of capacity. In the Cleveland 
district the drop in automobile produc- 


tion caused a slight drop in steel output 
but the level remained around 65 per 
cent of capacity. 

There has been a distinct check in the 
automobile industry and in the sale of 
its output. Production of units in April 
was expected to reach a little over 
400,000 cars. It reached that rate only 
in the latter part of the month and 
370,000 cars was the actual output. By 
mid-May the rate had fallen to 315,000 
units. Strikes had something to do with 
the decline but the chief reason was a 
slower rate of sales than had been 
anticipated. 

The textile industries showed an 
increasing lag. In New England the 
cotton goods manufacturers have been 
producing in excess of incoming orders, 
and decided curtailment is expected in 
the next few weeks, certainly pending 
new N.R.A. production schedules. Silk 
and rayon factories have been operating 
generally on a part time basis and the 
woolen and worsted goods makers ad- 
mit an increasing lack of orders. The 
Philadelphia and Richmond districts 
report similar conditions. Shoe factories 
were fairly busy, for the season, in New 
England and rather quiet in the Phila- 
delphia district. In St. Louis their 
activity has been restricted by strikes. 
In the country as a whole chemical 
factories have had fair business only. 
Chicago (CONTINUED ON PAGE 42) 
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REORGANIZATION 
of 


Real Estate Securities Guaranteed 
(or with collateral guaranteed) 


by 
NATIONAL SURETY COMPANY 


among which are included guaranteed obligations of the following Companies: 


American Home Mortgage Co. 
(formerly Installment Mortgage Co. and 
Lumbermens Finance Corporation) 


Amortization Mortgage Co. 
Bankers Mortgage Co., Louisville 
Central Funding Corp. 

Empire Bond & Mortgage Co. 


Federal Home Investing Co. 
(formerly Federal Home Mortgage Co.) 


First Bond & Mortgage Co., Hartford 
First Mortgage & Bond Co., Miami 


Franklin Mortgage Co. 

Guaranty Title & Trust Corp. 
Home Bond & Mortgage Co. 
Investment Securities Co. of Texas 
Investors Mortgage Co. 


Meline Mortgage Co. 
(Meline Bond & Mortgage Co.) 


Mortgage Bond & Trust Co. 
Mortgage Co. of Alabama 


Mortgage Guarantee Co. of America 


Mortgage Security Corp. of America 
National Reserve Corp. 

(formerly Fidelity Mortgage Co.) 
National Title & Trust Co. 

(National Mortgage Co.) 
Southern Securities Corp. 
Title & Investment Co. of Md. 


Union Mortgage Investment Co. 
(formerly Union Mortgage Co.) 
(formerly West Virginia Mortgage & Dis- 
count Corp.) 


Notice of Adoption of Plan and Agreement of Reorganization and of the 
Taking of Supervision Thereof by the Supreme Court of 
the State of New York 


To the Holders of Said Securities: 


A Plan and Agreement of Reorganization with respect to the above 
securities has been agreed upon by the Superintendent of Insurance of the 
State of New York and the Protective Committee of which C. Prevost 
Boyce is Chairman, and has been approved by the Insurance Commis- 
sioners Committee. The above Committees, which are now cooperating, 
represent about one-half of the approximately $45,000,000.00 face value, 
of securities outstanding. 

The Supreme Court of the State of New York has approved the Agree- 
ment between the Superintendent and the Protective Committee, on 
which the Plan is based, and the appointment of the undersigned Re- 
organization Managers to carry out said Plan and Agreement, and has 
taken jurisdiction of and will continue to supervise the reorganization. 


The Plan and Agreement include comprehensive provisions for the re- 
habilitation and preservation of the underlying collateral, for reserving 
to each security holder the right to participate in the proceeds of his pres- 
ent collateral, and for the protection of the claims against the National 
Surety Company on the guaranties. 


Application has been made, in accordance with the Plan, for a loan 
which, if granted, will make possible the rehabilitation of the properties 
and a cash distribution to bondholders. 


Arrangements have been made to effect exchanges of eligible mortgages 
— in cooperation with Trustees — for Home Owners’ Loan Corporation 
Bonds which are now guaranteed both as to principal and interest by the 
United States Government. 


Immediate deposit of all outstanding securities is urged in your own interests 


In order that the security holders may participate in the benefits of the 
Plan and Agreement of Reorganization, that their interests may be pre- 
served, and that the Plan may be declared operative at the earliest possible 


moment with the resultant expected benefits to the security holders, it is 
deemed imperative that substantially all of the remaining bonds be 
deposited immediately. 


Consult your investment dealer or bank regarding the deposit of your bonds 


HAYS, WOLF, KAUFMAN & SCHWABACHER, 
of New York, N. Y. 


CABELL, IGNATIUS, LOWN & BLINKEN, 
of New York, N. Y. 


EMORY, BEEUWKES, SKEEN & OPPENHEIMER, 
of Baltimore, Md. 


Counsel. 


HARVEY D. GIBSON, Chairman, 
President, Manufacturers Trust Company, New York, N. Y. 


C. PREVOST BOYCE, 
Stein Bros. & Boyce, Baltimore and New York 


JOHN W. HANNON, 
Hannon & Evans, New York, N. Y. 


Reorganization Managers. 


MAIN DEPOSITARIES 


MANUFACTURERS TRUST COMPANY, 
55 Broad Street, New York, N. Y. 


MARYLAND TRUST COMPANY, 
Calvert and Redwood Streets, Baltimore, Md. 


Copies of the Plan and Agreement of Reorganization or any further information may be obtained by communicating with either of the following: 


Baltimore Office: 


EDWARD M. THOMAS, Secretary 
6 South Calvert Street, Baltimore, Md. 


New York Office: 


CHARLES H. CHAMBERLIN, Asst. Secty. 
120 Greenwich Street, New York, N. Y. 


Correspondence invited from Investment Bankers, Banks, and Trust Companies 


Notice of Hearing to Persons Interested in National Surety Company: 


Pursuant to an order of the Supreme Court of the State of New York, 
in and for the County of New York, made and entered May 10, 1934, in 
the MATTER OF THE APPLICATION OF THE PEOPLE OF THE STATE OF NEw 
York, BY GEORGE S. VAN SCHAICK, AS SUPERINTENDENT OF INSURANCE 
OF THE STATE OF NEw York, for an order to take possession of the property 
and rehabilitate the National Surety Company, notice is hereby given that 


(1). A hearing will be had on the 19th day of June, 1934, at 10:00 
o'clock in the forenoon of that day, Eastern Daylight Saving Time, 
in Room 408 of the New County Court House, Pearl and Worth 
Streets, Borough of Manhattan, City of New York, as to the fairness 
and SS of the Plan and Agreement of Reorganization of 
Real Estate Securities Guaranteed or with Collateral Guaranteed by 
the National Surety Company, dated as of May 3rd, 1934, and now on 
file in said Court. 


Dated, New York, N. Y., May 10, 1934. 


(2). All persons desiring to make any objections with respect 
thereto are required to file with the Clerk of Special Term, Part II 
of said Court, on or before June 15th, 1934, definite and specific 
written objections thereto. 


(3). Copies of said Plan and Agreement of Reorganization may 
be obtained from the Secretary of the Reorganization Managers, 
Edward M. Thomas, 6 South Calvert Street, 
or from the Assistant Secretary, Charles H. Chamberlin, 120 
wich Street, New York City. 


reen- 


This notice is given by the undersigned at the direction of said Supreme 
Court which has assumed supervision and jurisdiction of said Reorganiza- 
tion and of said Plan and Agreement. 


HARVEY D. GIBSON, 
C. PREVOST BOYCE, and 
JOHN W. HANNON, 

As Reorganization Managers. 
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U. & U. AND KEYSTONE 


HOME 


As Congress approaches adjournment, the average member 
is thinking chiefly of home and the fall election 


Exploitation 


The disagreeable fact about this 
Japanese-world-trade situation is that 
Japanese working people and farmers 
are willing—at least apparently willing 
for the time being—to be exploited for 
the benefit of their country’s foreign 
trade. It pinches, but in truth unem- 
ployment would pinch more. Their 
standard of living is lowered in the 
process, but it has always been low and 
the change is one of degree rather than 
quality. If reasoning on the subject is 
carried to its logical conclusion the liv- 
ing standards of the rest of the world 
must be lowered if other countries are 
to compete successfully with Japan in 
world markets—a conclusion rather too 
close to the truth to be comfortable. 
Some day the proletarian worm will 
turn in Japan but not until an efficient 
army has been ousted from power. 


* 
International 


The attention of the American busi- 
ness man flits from the N.R.A., the 
A.A.A., the P.W.A. and all the other 
American alphabet aggregations to 
Japan’s threat to world trade, interna- 
tional and inter-governmental I.0.U.’s, 
Germany’s private foreign debt pay- 
ments, the failure of the international 
wheat conference at Rome, talk of an 


international conference on silver, and 
back again to the abandonment of small 
code enforcement by the N.R.A. to 
save the big codes, the mysteries of the 
use of the Treasury’s stabilization fund 
and the future of the stock markets. The 
banker who can keep his eye on the ball 
at present has keen sight and nimble 
cerebration. If he can safely plan for the 
future in this atmosphere of confusion 
and uncertainty all over the world he is 
a wizard, and wizards in banking now- 
adays are suspicious characters. 


* 


Stocks 


When is a stock not an investment 
security? When it passes through a 
member bank in the Federal Reserve 
System. 

Strictly speaking, stocks probably 
cannot be considered as investment 
securities although there are preferred 
and guaranteed stocks which many in- 
surance companies and other great in- 
vestors count as such. In the case of 
national banks, with resultant reaction 
upon all member banks, the question is 
really decided by the provision in the 
Banking Act of 1933 which limits na- 
tional bank dealing in investment secu- 
rities “to purchasing such securities 


without recourse, solely upon the order, | 


and for the account, of customers and 
in no case for its own account, and the 


e SPECIALISTS IN e 


UNITED STATES 
GOVERNMENT 
SECURITIES 


C.J. DEVINEs CO. 


INCORPORATED 
48 WALL STREET, NEW YORK 
HAnover 2-2727 


CHICAGO 
PHILADELPHIA 


BOSTON 
SAN FRANCISCO 


116 YEARS 


anada 


Because of its 116 years’ 
experience and the fact 
that it has more than 550 
Branches throughout the 
Dominion, the Bank of 
Montreal knows Canada 
and Canadian conditions 
thoroughly and accurately. 


Inquiries given prompt 
attention. 


BANK OF 
MONTREAL 


Established 1817 


TOTAL ASSETS IN EXCESS OF 
$750,000,000 


New York Agency: 64 Wall St. 
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Absolute Protection! 


COMMERCIAL UNION 
GROUP 


Financial Resources in United States 


December 31, 1933 


Surplus to Policy- 
Liabilities Less tContingency holders on Market 
Assets Contingency Reserve Reserve Value Basis 


COMMERCIAL UNION 

ASSURANCE CO., Ltd... .. $12,812,161.16 $6,393,362.10 $961,990.44 $5,456,808.62 
AMERICAN CENTRAL 

INSURANCE CO 6,935,164.40 3,170,128.12 391,250.75 3,373,785.53 
THE CALIFORNIA INS. CO. 

OF SAN FRANCISCO 5,037,516.46 2,007,755.29 371,255.96  2,658,505.21 
THE PALATINE INSURANCE 

COMPANY, Ltd 3,570,810.17  1,643,338.15 220,602.20 1,706,869.82 
THE COMMERCIAL UNION FIRE 

INS. CO. OF NEW YORK . 3,013,473.27 1,092,934.95 370,465.39  1,550,072.93 
UNION ASSURANCE SOCIETY, 

2,729,459.70  1,344,415.98 277,416.24  1,107,627.48 


THE BRITISH GENERAL 
INS. CO., Ltd 1,210,443.01 505,956.94 33,213.85 671,272.22 


THE OCEAN ACCIDENT AND 
GUARANTEE CORP., Ltd. 16,122,389.02 11,804,272.65 1,176,669.42 3,141,446.95 


COLUMBIA CASUALTY 
COMPANY 5,583,042.20 2,654,342.03 641,372.83 2,287,327.34 


Bonds and Stocks Values —— New York Insurance Department Basis 


tContingency Reserve represents difference between value carried in assets 
and actual December 31, 1933, market quotations on all bonds and stocks owned. 


HOME OFFICE: ONE PARK AVE., NEW YORK CITY 


World-Wide Operations Unexcelled Facilities 


> 93 
“Stock Companies 
This Group of Companies Write Practically All Forms of Insurance Except Life 
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association shall not underwrite any 
issue of securities.” Investment secu- 
rities in the same section (16) of the Act 


are defined as “marketable obligations | 


evidencing indebtedness of any person, 
copartnership, association or corpora- 
tion in the form of bonds, notes and /or 
debentures commonly known as invest- 
ment securities under such further 
definition. of the term ‘investment 
securities’ as may by regulation be 
prescribed by the Comptroller of the 
Currency.” That is that—quite inclu- 
sive enough to exclude stocks by impli- 


cation. Most banks cannot lawfully own ; 


stocks anyway, even as dealers. 

When banks, especially small country 
banks in localities where the stock 
broker is all but unknown, are prohibited 
from buying and selling stocks as agents 
of their customers it looks as though the 
Federal authorities in attempting to 
divorce banks completely from all stock 
exchange connections were inviting 
trouble. 

With the divorce of banks from their 
affiliates by the 16th of the current 
month, which now seems inevitable, 
with restrictions on financing under the 
Securities Act and under the Stock 
Exchange Control Act, and _ with 
private banks having to choose to give 
up either receiving deposits or their 
security business and electing to give up 
the latter, where is long term financing 
for the rescue of capital industries to 
come in? This is not a rhetorical ques- 
tion. Like the Japanese schoolboy, one 
asks “for to know.” 


* 


Private Banks 


For private banks which have re- 
ceived deposits and done a security 
business there is really not much choice. 
They have done little or no security 
business for some time; they see little 
opportunity of doing any in the im- 
mediate future. There seems little rea- 
son to worry about deciding what law 
and the course of events have decided 
for you. 


HOLC 


Banks may not be willing to go all the 
way with the New Jersey court which 
decided a few days ago that Home Own- 
ers’ Loan Corporation bonds were as 
good as cash, but the course of prices of 
these obligations indicates that they are 
willing to go a long distance in the same 
direction. About three-quarters of a 
billion dollars of these bonds have been 
issued and the two-billion-dollar limit 


SILVER THREADS 


Senator Pitman and Senator Borah discussing the compro- 
mise agreement reached with President Roosevelt, which may 
mean the purchase of approximately 1,700,000,000 ounces 


will doubtless be reached with the 
probability that the new housing and 
mortgage program will duplicate the 
original amount under Uncle Sam’s 
guaranty. Swapping one form of indebt- 
edness for another may not be inflation 
but there is no doubt the bonds lend 
themselves to inflationary movements. 


* 


Refunding 


There is no further doubt of more re- 
funding of high interest bonds by the 
Treasury; any other course with the 
prices of Government’s where they now 
are would be a neglect of public duty. 
The only question is as to when and 
how much. Certificates amounting to 
$175,000,000 are due June 15, and notes 
in the amount of $345,000,000 are due 
the first of August. These issues may be 
the nucleus around which a fairly ex- 
tensive refunding movement will be 
built up. 


Deficits 


The Treasury deficit for the current 
fiscal year will be about half that fore- 
cast in the President’s budget message, 
but, with national expenditures for the 
current fiscal year exceeding $6,000,- 
000,000 by the middle of May, the 
country seems to be doing pretty well as 
a spender. 


Bonds 


The state of Pennsylvania, following 
the lead of the state of New York, sold 
bonds in May at an interest cost of 2.9 
per cent, the lowest in the history of 
the commonwealth. These bonds were 
promptly taken up by the investing 
public at a yield of from 2.71 to 2.88 
per cent. The pressure of accumulated 
capital forinvestment is growing stronger 
day by day, with results likely to be 
very surprising when investors can have 
reasonable assurance as to the future. 


* 
Manipulation 


Even a considerable revival of the use 
of commercial bank credit in commerce 
and industry is not likely to reduce ex- 
cess reserves of member banks very 
materially so long as the Federal Treas- 
ury continues its present policies. The 
situation is bad enough in the pos- 
sibility that the excess reserves may 
be swelled into from $16,000,000,000 
to $24,000,000,000 uncontrolled bank 
credit, but in some respects it is more 
disturbing to realize that the chief 
means of combating the undue use of 
these excess funds would be in a reversal 
of the easy money policy and the with- 
drawal of funds from banks by the sale 
of some of the Reserve System’s Gov- 
ernment bonds. Lowering the value of 
Government (CONTINUED ON PAGE 12) 
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Paid 


Or Unpaid? 


Your customer’s primary 
interest is in his problems, 
not in yours. 


Slack demand for com- 
mercial loans, excess 
reserve funds, no interest 
loss because of slow returns 
—these are factors that 
may lead to carelessness in 
handling collections. 


Route your business 
through us and be assured 
that your depositors will 
be receiving the quickest 
possible returns upon 
their out-of-town items. 


PHILADELPHIA 
NATIONAL BANK 


ORGANIZED 1803 


PHILADELPHIA, PA. 


Capital and Surplus. . . . $30,000,000 | 


securities by such a process with the 
banks of the country holding half of the 
total outstanding issues is a policy 
fraught with disaster. 


* 


Planning and Loans 


Constant and, all things considered, 
wide fluctuations in commodity prices 
make it impossible to do much planning 
for the future, especially since prices of 
so many commodities are artificially 
raised by various props which may not 
stand. One result is increasing difficulty 
for banks to make commodity loans 
with any assurance that they are as 
good as they ought to be and once would 
have been. An artificial business situa- 
tion is never a basis for normal financ- 
ing, and if normal financing is what the 
country needs, some of the artificiality 
must be squeezed out of current 


business. 
* 


Stabilization 


The Federal Treasury has made some 
bookkeeping entries to get the stabiliza- 
tion fund into the firing line, but if the 
fund has actually been brought into 
action it has been under heavy camou- 
flage and with elaborated Maxim 
silencers. Hereafter whenever anything 
happens in the securities market, in in- 
ternational exchange or in the general 
credit field for which no other explana- 
tion can be found it will be credited to 
or blamed upon the stabilization fund. 
Nor is it a source of comfort that long 
term planning in trade, industry or 
finance is always faced with the pos- 
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DUFFY IN THE BALTIMORE SUN 
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KEYSTONE 

Clarence Darrow, whose N.R.A. board 

had a series of exchanges with other 
Government officials 


sibility that the planner may find the | 
market rigged against him in the opera- | 
tions of the mysterious forces emanating | 


from the Treasury Department in 
Washington. 
* 


Processing Taxes 


Expenditures of the A.A.A. in aid of 
the farmer come under so many different 
bureaux and authorities, through the 
R.F.C., and other organizations that it 
is difficult to keep track of them. Early 
in May they appeared to be around 
$325,000,000, of which $270,000,000 
had been raised by processing taxes. 
However, both expenditures and taxes 


were then just commencing to hit their | 


real stride for the year. Arrangements | 
have already been perfected for putting | 


out $1,100,000,000 in round numbers in 
the current year with other schemes yet 
to be heard from. The distribution will 
include $367,055,630 for the corn-hog 
control; $148,063,760 for wheat control; 


$35,415,000 for tobacco; $173,220,620 | 
for cotton; $150,000,000 for dairy prod- | 


ucts; $111,250,000 for corn loans; and 
$110,000,000 for cotton loans. The mid- 
western states will receive $640,518,201 


of this; eastern states, $40,836,039; | 


southern states $344,938,856; and west- 
ern states $68,711,914. 

Yet in the face of such aid Secretary 
Wallace has found it necessary to go 
before Congress and plead for more 
vigorous and rigorous powers of control. 


THE BEST BOND AND LEDGER PAPERS ARE MADE FROM RAGS 


PU-LEASE, MR. ROBOT, 


@ Of course she’s being absurd. A machine may be thoroughly efficient, but it 
lacks the milk of human kindness. Your bookkeeping machines, for example, 
can’t understand that they must go easy with cheap ledger paper that can’t stand 
the gaff. So you must give them papers like Stonewall or Resolute Ledger 
— papers built to meet machine methods. Flexible, they’ll bend around the rol- 
lers, take the punishment of hammering type, and come up flat and snappy, ready 
for filing, binding, or a lot more handling. And they’re permanent, due to their 
tough, durable rag fibre. Available in white, buff, and blue; standard sizes and 


weights. Portfolio of samples on request. Neenah Paper Company, Neenah, Wis. 


STONEWALL 
RESOLUT 


Neenah Guaranteed Papers also include Prestige and Putnam 
Ledgers and the following Bonds: Old Council Tree, Success, 
Conference, Chieftain, Neenah and Glacier Bonds. Each of these 
grades is shop-tested for printing performance and represents 


a high value in its price range. Samples will be sent on request. 


IDENTIFY RAG-CONTENT QUALITY BY THE NEENAH OWL WATERMARK 
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“*This New Key-Set 
Protectograph ts 
safer, faster and 
more accurate than 
any checkwriter we 
ever had in this 
bank and isn’t ita 
beauty?” 


Cashier of a Mid-Western Bank 


BANKS EVERYWHERE ARE NOW USING 
THE NEW KEY-SET PROTECTOGRAPH 


MODEL 33 


POINTS 
OF SUPERIORITY 


. Key-Set Operation’ 

. Two-Color Shredded Amount Line 
. Uniform Ribbon-Inked Imprints 

. Penetrating Indelible Ink Ribbon 
. Forged Brass Type 

. Full-Stroke Handle 

. Repeating Mechanism 

. Automatic .Clearance 

. Payee Name Shredder 

. New Design Legible Numerals 

. Individual Name Sliding Prefix 


*No popular priced ribbon-inked 
checkwriter contains these six 
exclusive features but the Pro- 
tectograph. *‘Protectographs”” 
are manufactured only by Todd 


00 ove 


THE PROTECTOGRAPH 


CHECK SIGNERS . 
PASS BOOKS AND CHECK COVERS e 


NTRODUCED in January of this year the new key-set Model 33 Protec- 

tograph received bank endorsement immediately. Equipped with standard 
nine bank keyboard of 81 keys like an adding machine it is now in daily use 
by banks all over the country. 

With type and platen of forged brass, guaranteed against chipping, har- 
nessed to a full-stroke handle mechanism that compels the full shredding of 
amount on each check as it is thoroughly impregnated with indelible ink by 
the Todd principle of two-color ribbon inking, the lst and the 10,000th 
check are uniformly legible—only Todd checkwriters can do that. 


MERCHANTS (7a 
(BLACK) (RED) 
The key-set operation makes Model 33 at least 70% faster. Elimination 
of split figures and incorrect amounts makes it more accurate. Forged Brass 
Type and Platen, Full-Stroke Handle Mechanism and Two-Color Ribbon 


Inking provide maximum amount line protection. 


SALES AND SERVICE 


Factory owned and controlled sales and service offices in principal cities. Arrange to see Model 
33 Protectograph. Write or telephone The Todd Sales Company in your city or write us direct 


THE TODD COMPANY, Incorporated, ROCHESTER, NEW YORK 
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REGISTERED PROTOD-GREENBAC CHECKS * 
STATIONERY AND BANK SUPPLIES 


SUPER-SAFETY CHECKS 


THIRTY-FIVE YEARS of DEVELOPMENT 
{ 
’ 
* 
7 


AMERICAN BANKERS 


Association 


JOURNAL 


JUNE 1934 


Dynamic Credit 


EWING GALLOWAY 


institutions of the United States established by Con- 

gress is that best calculated to serve the nation’s 
interests has become a question of little more than academic 
interest. For the present, at least, the nature and manner of 
that control have been indicated and the influences back of it 
can be more clearly understood. 

Ever since the bursting of the stock market bubble in 1929 
two opposing forces have acted and reacted upon the na- 
tional banking and credit structure. One of these forces has 
been the need of providing at all times ample credit facilities 
for legitimate business in order that the nation could work 
out of the depression. The other influence has been the desire 
of the Government in Washington, of whatever party in 
power, to regulate the volume and nature of available credit 
so that a recurrence of the abuses which brought about the 
security boom of 1928 and 1929 and its inevitable disastrous 
collapse would be made impossible. 

On the one hand the country has had the easy money 
policy inaugurated by the Federal Reserve banks in the 
spring of 1932 for the purpose of building up the volume of 
loanable funds in the country’s banks to a point where funds 
were all but thrust upon business. On the other hand there 
have been such measures as the security credit control pro- 
visions, the divorcing of security affiliates from member 
banks in the Reserve System, and other restrictive features 
of the Banking Act of 1933; the regulation of security issues 
in the Securities Act; and the control of security exchanges 
in current legislation, all working in the opposite direction. 

These opposing forces have been brought into sharp con- 
trast in the past few weeks, with the result that the banking 
and credit facilities of the nation are now in a transitional 
period inevitable under the play of these contradictory 


W institution or not the degree of control of the credit 


FAIRCHILD AERIAL SURVEYS 


ideas. To maintain the credit machinery of the country in 
sound working order, ready to serve business with maximum 
efficiency, the Government must of necessity so preserve the 
banking system as to retain the benefits of individual initi- 
ative and of individual responsibility in bank management, 
while at the same time it pours into banks and other credit 
institutions the funds which it believes the commerce and 
industry of the country require. None the less, it must so 
control the tremendous volume of available credit that the 
latter shall be used for the general benefit of the country 
rather than for any particular class of business men or any 
political party. The manipulation of credit to the disadvan- 
tage of the country at large must be avoided, and there are 
reasons to believe that it will be. 

With the Government in Washington operating credit 
institutions of its own which have actual credit outstanding 
at the present time to the amount of perhaps four and a 
quarter billion dollars, in the placing of some of which it has 
come into direct competition with the banks of the country, 
the adjustment of normal commercial banking to the Gov- 
ernment’s credit policies is not easy, especially under in- 
creasing restrictions upon the machinery of capital and 
credit distribution which the Federal authorities have seen 
fit to establish in an effort to protect investors from their 
own folly. The dangers fundamentally inherent in such a 
situation are increased by the political nature of much of the 
control now exercised not only upon the machinery of dis- 
tribution of capital for commerce and industry but also upon 
normal facilities of credit. The point seems to have been reached 
where it is time to take stock of the general credit situation. 
Normal financing of all lines of business should be resumed 
and credit should become that dynamic force in recovery 
which the Government and the nation have a right to expect. 
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MEN WORKING FULL TIME 


American Industry Is Neither Dead Nor Dying. The Growth of the Unite 


Long Term Credit 


7 E propose in this measure,” 
\\) says Senator Duncan U. 
Fletcher, of Florida, of the 

Stock Exchange Control Act, “to 
establish, through Federal regulation, 
an efficient, adequate, open and free 
market for the purchase and sale of 
securities; to correct abuses we know 
to exist, to restore public confidence in 
the financial markets of the country, to 
prevent excessive speculation to the 
injury of agriculture, commerce and 
industry; to outlaw manipulations and 
unfair practices and combinations to 


By GEORGE E. ANDERSON 


exploit the public and misrepresent 
values, such as pools and wash sales, 
fictitious transactions and the like. 

“Tt is not the purpose of the com- 
mittee to bring within the operations 
of the act local enterprises where the 
stock is handled in a community with 
local capital.” 

Modification of the Securities Act has 
been rather more material than at first 
appears. Senator James F. Byrnes of 


South Carolina summarizes the changes 
that were determined on as follows: 

“Without lessening the powers of the 
commission properly to protect in- 
vestors, the amendments modify a 
number of provisions which, in the 
administration of the law, have caused 
complaints. 

“Among the more important mod- 
ifications is the provision that the 
person who brings suit against an officer 


Investments made as long ago as the surrender of New Amsterdam are 


still creating wealth in America 


< 
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niteg States Has Not Been Ended, Nor Is American Enterprise Paralyzed 


or director of a corporation for a loss 
sustained by reason of an untrue state- 
ment or the omission to state a material 
fact in a statement required by the law 
must allege and prove that he pur- 
chased the security because of his 
reliance on the truth of the statement 
filed by the issuing corporation. His 
recovery is restricted to actual loss by 
reason of the false or misleading 
statement.” 

One implication of this change is 
that it throws the burden of proof of 
misleading statements or the omission 
of material facts upon the purchaser of 
a security. This and other changes 
bring the Act within range of compari- 
son with the British Companies Act. 
In the opinion of most authorities it 
will permit the resumption of corporate 
financing upon a fair scale. Placing the 
administration of the Securities Act 
and the Stock Exchange Control Act 
under one authority is expected to re- 
sult in the working out of a harmonious 
and balanced system of control of all 
long term financing. 

This, in fact, is the encouraging fea- 
ture of the situation. The chief doubts 
and uncertainties which have been 
holding back long term financing have 
been removed, in part at least, so far as 
Government control has affected it. It 
is a question how much the falling off in 
new security issues has been due to 
Government restrictions and how much 
to general business conditions. There 
was a tremendous decline in long term 
financing before the passage of the 
Securities Act and before proposals for 


MACHINES WORKING PART TIME 


the drastic control of securities ex- 
changes were seriously offered. New 
capital issues as compiled by the Fed- 
eral Reserve authorities from various 
sources amounted to only $722,000,000 
last year. 

The first quarter of last year was 
dominated by banking troubles and the 
general business crisis. New financing 
in the first quarter amounted to $101,- 
000,000. In June and July when the 
impetus of the minor speculative boom 
was being felt the two months’ record 
was $239,000,000. Thereafter, coinci- 
dent with the operation of the Securities 
Act the decline was rapid. On the other 
hand, reviving business in the current 
year shows a marked revival in new 
financing, rising from $48,000,000 in 
January to $97,000,000 in March and 
$172,000,000 in April, the record for 
the four months being $386,000,000 or 
at the rate of $1,158,000,000 for the 
year. The record in 1932 was $1,165,- 
000,000; in 1931, $3,099,000,000; in 
1930, $6,909,000,000; in 1929, $10,091,- 
000,000. These figures include new 
foreign financing in this country, which 
has been nominal since 1931. 

The record indicates that normal new 
financing for domestic purposes ought 
to be from five to six billion dollars a 
year. Recent investigations have in- 
dicated that probably two and a half 
billion dollars of new financing could be 
done in the next few months if unrea- 
sonable restrictions upon security dis- 
tribution are removed and the market 
is permitted to take its normal course. 
Much of this would be in the way of 


CUSHING 


refunding, but more of it would be in 
direct financing of replacements and 
extensions by industry. 

The railroads, for example, seem to 
offer a tremendous opportunity for 
industrial revival. Plant and equipment 
have been running down for years. 
New equipment purchased in 1933 was 
valued at only $103,947,000, as com- 
pared with $670,000,000 as a ten-year 
average in which 1923 registered $1,- 
059,149,000—a big factor in the busi- 
ness revival which followed the post-war 
slump. The average annual expenditures 
since 1930 have been about $210,000,- 
000. What might be called the deficit 
in equipment expenditure since 1930 
exceeds a billion and a quarter dollars. 

Doubtless much of this deficit in 
railway upkeep could be transmuted 
into industrial activity if the railway 
companies could borrow freely. Last 
year the P. W. A. advanced more than 
$100,000,000 to railways for equipment. 
However, in order to borrow, corpora- 
tions must be able to repay. Their 
ability to repay depends upon traffic. 
Traffic depends upon general business. 
In the past few months earnings have 
been rapidly improving and the out- 
look is fairly good, but long term financ- 
ing for the railways depends upon 
general business as well as facilities for 
long term financing. 

Much the same situation exists 
among the public utilities. Before many 
of the utilities can borrow to renew 
equipment or make necessary exten- 
sions they have a great mass of bad 
financial wreckage to clear away. This 
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also is true of housing and other con- 
struction. In some parts of the country 
both business and residential construc- 
tion have been carried too far under the 
impetus of high industrial activity of 
five years ago, but in the nation as a 
whole there is a large deficit in resi- 
dential construction. In this line there 
is so much wreckage to be cleared away 
that it has required and received the 
major attention of the Federal Govern- 
ment. Neither banks, mortgage loan 
companies nor private investors can 
well lend for new construction until 
they can liquidate frozen real estate 
loans which still hamper their every 
movement. Both the Government and 
private agencies are clearing up this 
situation with fair rapidity and success, 
but the revival of lending and of build- 
ing activity must necessarily be slow. 

Smaller industrial concerns which 
constitute so large a proportion of the 
aggregate manufactures of the nation 
are in a somewhat different position. 
Most of these concerns have weathered 
the storm in very fair shape—far better 
than general popular discussion would 
indicate. There is a class of concerns, 
however, which has lost money during 
the depression to a point where out- 
right new capital is required—funds 
from the investing public which can be 
secured only by the issue of long term 
securities. In the aggregate the capital 
needed for the rehabilitation of these 
small but exceedingly important in- 
dustries is large. Freedom in long term 
borrowing for such concerns probably 
means more for general business recov- 
ery than some of the larger and more 
spectacular security issues which may 
be put out by railways, utilities and 
great manufacturing organizations. 

It would be a mistake, indeed, to at- 
tempt to place any limit upon possible 
long term financing once the stream can 
be released. The business situation of 
the past four years has reduced de- 
mands for capital, but most of the great 
reduction in capital issues has been the 
result of postponing rather than elimi- 
nating such requirements. On the other 
hand, damming the stream of capital 
which normally flows into capital in- 
vestments has, in spite of the depres- 
sion, resulted in the accumulation of a 
great volume of savings and other in- 
vestment funds now seeking employ- 
ment, evident in the rising bond 
market. 

Demand for funds also is to be ex- 
pected from new enterprises postponed 
during the depression but ready to op- 
erate at the first promise of business 


improvement. There are enthusiasts 
who believe that air conditioning and 
similar machinery may take that part 
in present-day recovery which the auto- 
mobile industry took in post-war re- 
covery. Aviation undoubtedly is in its 
infancy in this country and after the air 
mail mess is cleared up it will develop 
at a tremendous rate. 

An unfortunate feature of new re- 
strictive legislation is that much more 
liberality might have been permitted it 
with full protection to investors as a re- 
sult of the provisions of the investment 
bankers’ code. This code, in the opinion 
of General Hugh S. Johnson, “consti- 
tutes a remarkable document. The es- 
sential purposes are to eradicate past 
and existing abuses and to establish 
principles and practices which will 
justify public confidence, greatly assist- 
ing in restoring the markets for both 
public and private investment funds 
and result in an increased flow of invest- 
ment capital into sound productive 
enterprises.” 

The peppery N.R.A. Administrator 
also said that the “extent to which 
recent amendments are designed in the 
interests of investors is peculiarly sig- 
nificant.” Certainly the provisions of 
the code which require detailed infor- 
mation concerning the borrower’s fi- 
nancial position not only before the 
securities are placed but also during the 
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period in which any of the securities 
are outstanding ought to give more and 
better protection to investors than the 
Security Act. 

Requirements of the code of one 
price for a security to all investors, 
large and small, governing salesman- 
ship, the proper study and analysis of 
an issue before it is put out and govern- 
ing the relation of investment com- 
panies and investment bankers, furnish 
the most important safeguards which 
investors can reasonably demand. The 
code, especially with its elastic provi- 
sions against malpractice, furnishes far 
better protection than any unyielding 
and fixed statutory act can. 

Beneficial or not, long term financing 
in the future will be under strict Gov- 
ernment regulation, under new condi- 
tions and with its machinery greatly 
modified. This new set-up is admittedly 
deflationary, but it has the merit of 
affording much more protection. The 
degree of Government regulation which 
will finally be evolved after the neces- 
sary experimentation with new legisla- 
tion will result in a revival of confidence 
in long term securities which the events 
of the past five years have done so much 
to destroy. A revival of confidence in 
long term securities is as much of a 
necessity in long term financing as the 
freedom of trade in securities which of 
late has been so greatly emphasized. 


The Federal Government’s aggressive program of rebuilding and renovation 
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Intermediate Credit 


intermediate credits in the United 

States in the near future. What- 
ever industry, commerce or agriculture 
may require in this line will be available 
with various agencies all but thrusting 
it upon reluctant borrowers. Agriculture 
is abundantly cared for in the inter- 
mediate credit banks operated in con- 
nection with the land banks. The ques- 
tion has been the financing of small 
industries in the way of working capital. 
There is not much doubt that most of 
the credit demanded in this line repre- 
sents, in reality, capital needs. Indus- 
trial concerns whose reserves have been 
exhausted and capital impaired by four 


Oe thing may be certain as to 


or five very lean years find themselves 
unable to secure capital funds either 
because of restrictions upon capital 
flotations or because their own financial 
condition does not justify long term 
borrowing. Failing help in this line 
they are willing to compromise on 
“working capital” advances—inter- 
mediate credit of from one to five years. 

The trend of Government effort to 
assist these industries is all but broad 
comedy. Last September the Recon- 
struction Finance Corporation started 
a campaign to assist, if not force, 
commercial banks to furnish this cap- 
ital. It proposed to put a billion dollars 
into the field by inducing the banks to 


includes everything from subsistence homesteads to the National Capitol 
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make loans to industries needing such 
credits which the R.F.C. would redis- 
count, the banks, however, carrying the 
risk. This campaign utterly failed with 
the result that R.F.C. officialdom de- 
cided that if the banks would not lend 
the R.F.C. would do so—directly, on 
its own authority and its own risk. This, 
however, required Congressional au- 
thority. 

Moreover, the plan did not appeal to 
the Federal Reserve authorities. It 
promised to increase greatly a volume of 
credit outside of Federal Reserve con- 
trol which, in view of constantly increas- 
ing danger of inflation, would take from 
the Reserve Board the power to control 
credit—a power already greatly weak- 
ened if not annihilated by the tremen- 
dous lending of the so-called emergency 
credit organization. Hence the Reserve 
Board devised the scheme for 12 inter- 
mediate credit banks for industry to be 
operated in the 12 Reserve districts in 
connection with the Reserve banks. This 
plan, as Plan Number One, had the ap- 
proval of the Administration, and legis- 
lation along that line was started and 
seemed to be on its way to enactment. 

There is a doughty Senator from the 
State of Virginia, however, named Car- 
ter Glass. He had ideas of his own on 
the subject. Among other things he 
objected to the constant multiplication 
of credit institutions and credit facilities 
already so numerous as to spread out 
beyond the map of the United States 
into Russia, Cuba and other countries. 

He had the idea, also, that the pro- 
posed intermediate credits, like other 
credit, ought to be in the control of the 
Reserve authorities. Hence he conceived 
the plan of amending the Federal Re- 
serve Act to permit the Reserve banks 
to rediscount paper up to five years’ ma- 
turity for banks and other institutions 
which would retain 20 per cent of the 
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risk. He proposed to limit the amount of 
such loans to the Reserve banks’ re- 
serves including that half of the reserves 
recently turned over to the Federal De- 
posit Insurance Corporation as the 
Reserve System’s subscription to its 
capital. The Reserve banks also could 
buy such paper outright within the lim- 
its of the surplus funds. This plan, as 
Plan Number Two, received the ap- 
proval of the Administration. 

In the meanwhile the R.F.C. con- 
tinued its efforts to secure from Con- 
gress the authority it needed to make 
direct loans to industry. It proposed 
to make these loans during the rest of 
the current year—which means during 
the rest of the loaning life of the R.F.C. 
as at present limited by law—as supple- 
mental to the service of the Reserve 
banks. This plan, as Plan Number 
Three, received the approval of the Ad- 
ministration. Then commenced the 
scramble. 

“We do not oppose the Reserve 
plan,” says Chairman Jesse Jones of the 
R.F.C. “Banks will ultimately meet 
most credit requirements for business 


and industry, but the R.F.C. may need 
to supplement both of these agencies.” 

“We have no direct objection to 
supplemental loans by the R.F.C.,” 
says Governor Black of the Reserve 
Board, “but we feel that they are not 
necessary if this bill will do the work.” 
Not exactly an “after you, Alphonse” 
proposition; rather the opposite. One 
might even suspect rivalry between the 
two great lending institutions. 

Congress, however, cut the Gordian 
knot by adopting both plans. The Re- 
serve scheme is permanent legislation. 
Under it Reserve banks by rediscount 
or purchase can make loans to industry 
for working capital up to five years’ 
maturity in exceptional circumstances 
when it appears to the satisfaction of a 
Reserve bank that the industry is un- 
able to secure necessary accommodation 
from usual sources. Loans shall be made 
on security satisfactory to the bank 
upon recommendations of an advisory 
industrial committee of members serv- 
ing without remuneration. The R.F.C. 
loan authority will terminate on Janu- 
ary 1, 1935. 


MODERN HISTORY. 


CHAPTER V. 


GREAT EVENTS OF THE NINETEENTH CENTURY. 


Cotton gen 


**FULLER, 
RICHER 
AND MORE 
VARIED” 


“The Great Events 

of the Nineteenth 

Century’’ were 

largely predicated in 

this country on the 

foresighted use of 
credit 


1. THE CONSULATE AND THE EMPIRE. 


358. WE have now come to a period that is in the strict 
The period and €St sense modern ; for when we speak about 


its character, 


the Mineteenth Century, we are speaking about 


our own times, and many persons who are now alive saw 


the beginning of this period. 


It is an age crowded beyond 


all the ages of history with great events, — an age fuller, 
richer, and more varied than was ever scen before, 
359. There are several broad facts that stamp the roth 


century with this peculiar character, 


Thus: First, 
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The loans can be made only for main- 
taining and increasing the employment 
of labor, must be “adequately secured,” 
cannot exceed five years’ maturity, must 
not exceed $1,000,000 in any one case 
and only in cases where the borrower is 
unable to obtain credit at a bank at a 
rate usual for a loan of that character. 
No advisory council is set up, but loans 
will be passed upon by the usual R.F.C. 
committee of bankers—a provision to 
which, incidentally, mortgage loan com- 
panies offer objections. They do not 
think that the R.F.C.’s bankers’ com- 
mittee is sympathetic to industry in the 
matter of these loans. 


FRS AND RFC 


THERE is wide variance in estimates 
of the amount of money which would be 
put out under the two plans of industrial 
financing. The total will be governed to 
some extent by the early resumption, or 
otherwise, of normal industrial financing 
by the issue of securities. The Federal 
Reserve plan places a limit of approxi- 
mately $280,000,000 upon Reserve loans 
of this class. The R.F.C. plan limits the 
possible loans by the Corporation to 
$250,000,000. According to most authori- 
ties this possible total volume of $530,- 
000,000 is far beyond all possible needs 
for this class of credit within the limits 
set in the two authorizations by Con- 
gress. According to Governor Black of 
the Federal Reserve Board, there is far 
greater demand for credit of this sort 
than has been generally believed though 
not all of this credit is required at once. 

“There is a real demand for such 
credit,” he says. “Every day the Presi- 
dent and Secretary Morgenthau send us 
letters requesting such credit.” 

He makes it plain that this credit is 
intermediate, working capital credit; 
not long term or permanent capital sub- 
scriptions. Questionnaires of the Federal 
Reserve Board to 4,958 banks and 1,066 
chambers of commerce had developed 
the fact that $622,000,000 could be used 
in such loans, although the Governor 
was of the opinion that the $280,000,000 
represented by the surplus of the Re- 
serve banks in and to be returned under 
the Act would be sufficient for the next 
year or certainly the next six months. 

Various mortgage loan companies 
run their estimates of possible financing 
up to from three quarters to a full billion 
dollars. In a report furnished Senator 
Fletcher by the R.F.C. the corporation 
stated that up to the first week in March 
it had received applications from 1,742 
borrowers for a total of $172,526,524. 
In repre- (CONTINUED ON PAGE 66) 
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By EDWARD H. COLLINS 


NEW YORK MUSEUM OF SCIENCE AND INDUSTRY 


DISTRIBUTION 


Cross section model of a 
cold storage warehouse 


Short Term Credit 


S this article is written there is not 
the slightest evidence in the bank- 
ing figures that short term (or, for 

that matter, any other type) credit in- 
flation is an imminent threat. 

The weekly statistics on member 
banks of the Federal Reserve System, 
covering 90 leading cities, show that on 
May 2 “all other loans”, which consti- 
tute perhaps the best single index that 
we have on the commercial use of bank 
credit, stood at less than $4,600,000,000, 
actually the lowest level touched since 
the bank holiday of last year. Similarly, 
brokers’ loans, as reported by the New 
York Reserve Bank as of the same date, 
stood at $950,000,000, a figure which, 
compared with the approximately $7,- 
000,000,000 reached in the boom period 
of 1929, may be said to be purely 
nominal. 

These are the two principal categories 
of short term credit. Any manifestation 
of inflation would immediately be re- 
flected in one or in both of them. 

But an intelligently governed com- 
munity does not wait for the outbreak of 


fire before it inspects its buildings. It 
makes it its business, first, to find out 
whether any of the buildings are fire 
hazards; second, to ascertain whether, 
in case of a fire, it is properly equipped 
to extinguish the blaze with a minimum 
of damage. 

Monetary inflation—whether it be in 
the form of currency or credit—is strik- 
ingly similar in its behavior to fire. A 
spark can start it, and once under way, 
given favorable conditions, it can 
quickly become a conflagration. This 
being so, it follows that the monetary 
situation, like the tenement house situa- 
tion, should be thoroughly policed. If 
inflation hazards exist they should, so 
far as possible, be eradicated; if such a 
course is not possible, then we should at 
least ask ourselves whether, in the event 
of inflation, we have the necessary ap- 
paratus to keep it within reasonable 
bounds. 

It requires only the most casual 
scrutiny of the banking situation at the 
present time to reach the conclusion 
that, far from being inflation-proof, it is 


a veritable tinder box, merely needing 
the spark of confidence and speculative 
enthusiasm to start a conflagration. 

In his well known work, “The Re- 
serve Banks and the Money Market,” 
Dr. Burgess said in 1927: “Broadly 
speaking, the aim of Federal Reserve 
credit policy is to help bring about such 
an adaptation of the volume of credit 
to the volume of business that every 
legitimate need for credit will be met, 
but that the volume of credit will not be 
expanded beyond the legitimate need.” 

The 1934 credit philosophy, however, 
bears little likeness to that enunciated 
by Burgess seven years ago. Instead of 
contenting itself with making enough 
credit available for the “legitimate”’ 
needs of business, the present policy of 
the Reserve is to create a superabun- 
dance of credit and to drive interest rates 
to artificially low levels, in the hope of 
“priming the pump of recovery.” With 
the question of whether this is, or is not, 
sound central banking policy the pres- 
ent article has no concern. The point is 
that the policy has laid the ground work 
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for a violent inflation, given the neces- 
sary spark. 

Normally the member banks are mod- 
erately in debt to the central banks, as 
it is only under such conditions that the 
rediscount rate is genuinely effective. 
Since the present easy money policy of 
the Reserve got under way, however, 
the member banks have not only got out 
of debt, but have amassed unprece- 
dentedly large surplus reserves. The 
principal agency in bringing about this 
change has been the purchase of Gov- 
ernment bonds by the Reserve banks. 
Between the end of February, 1932, and 
the first week in May of this year the 
Reserve’s holdings of Governments in- 
creased from $740,000,000, in round 
figures, to $2,400,000,000, or by almost 
$1,700,000,000. How completely the 
member banks have got out of debt to 
the Reserve may be seen from the fact 
that in this period rediscounts have 
fallen from $835,000,000 to $38,000,000, 
while holdings of acceptances have fallen 
from $133,000,000 to $8,000,000. 

Coupled with a heavy influx of gold 
this spring, due to the operations of the 
stabilization fund, this easy money 
program has resulted in the creation of 
surplus reserves in the member banks of 
nearly $1,700,000,000. Since each dollar 


of member bank reserve represents a 
potential $10 to $15 in member bank 
credit, this means that the material is 
here at hand for an expansion of between 
$17,000,000,000 and $25,000,000,000 in 
credit. 

But this is only part of the threat. 
There are at least two other elements 
that must be considered if we are to see 
the picture as a whole. These are: (1) 
the $3,000,000,000 gold “profits” from 
the devaluation of the dollar held in the 
Treasury; and (2) the $1,000,000,000 to 
$1,500,000,000 of currency still in 
hoarding. To the extent that the gold 
profits should be spent for Government 
bonds, foreign exchange, silver, or what 
not, they would flow into the Reserve 
banks; but they would flow back by way 
of the member banks, and in so doing 
build up the latter’s reserves. Similarly, 
to the extent that currency is brought 
back to the banks and turned over by 
the latter to the Reserve, member bank 
balances will be built up. The potential 
member bank reserves and member 
bank credit that lurk behind the current 
banking statistics sum up, therefore, to 
this: 

Present excess member bank reserves, 
$1,700,000,000; gold profits, $3,000,000- 
000; hoarded currency (minimum), 


$1,000,000,000; a total of $5,700,000,- 
000, which, at $10 to $15 of credit to $1 
of reserve, means $57,000,000,000 to 
$85,000,000,000 in potential credit. 

How significant are these figures? 
Well, one way of measuring their sig- 
nificance is to point out that they repre- 
sent a potential increase of from 140 to 
210 per cent over the amount of credit 
now outstanding, and that they would 
raise the volume of bank credit to be- 
tween $97,000,000,000 and $125,000,- 
000,000, compared with a boom-time 
peak of around $60,000,000,000. An- 
other way is to point out, as did Dr. 
Benjamin M. Anderson, Jr., at the hear- 
ings on the Gold Reserve Act of 1934, 
that the entire inflationary conflagration 
that raged between 1922 and 1928 was 
based upon an expansion of not more 
than $15,000,000,000 in bank credit. 

So much for the inflationary possi- 
bilities. Let us see what mechanisms we 
have at our disposal for holding a credit 
inflation in check. 

The traditional weapons of the Re- 
serve banks for combating a too great 
expansion of credit are, of course, two: 
the rediscount rate, and open market 
operations (supplemented, on occa- 
sions, by direct dealing with individual 
banks, sometimes referred to as ‘‘ moral 


SUPPLY AND DEMAND ARE OLD PROBLEMS — CONTROL OF CREDIT A NEW ONE 


DURING THE ‘‘CRAFT AGE” THERE WAS VERY LITTLE MYSTERY ABOUT ECONOMICS 
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suasion’’). These alone, however, could 
scarcely avail in the face of a serious ex- 
pansion of member bank credit. The re- 
discount rate would be of little use until 
excess reserves had been extinguished 
and the banks brought into debt once 
more to the central institutions. 

Aside from the usual “controls”’, 
there are five other possible devices 
available for the general control of 
credit, and two mechanisms for the 
regulation of speculative credit specifi- 
cally. The five general courses are as 
follows: 

1. The negative course of having the 
Treasury refrain from spending its gold 
profits, or of offsetting such expendi- 
tures by sales of Government securities 
by the Federal Reserve. 

2. The transfer of all or part of the 
Government’s $1,200,000,000 in postal 
savings from the member banks to the 
central banks. 

3. The sale by the Treasury of new 
securities, in excess of its needs, and the 
transfer of the proceeds to the Federal 
Reserve. 

4. Employment of the provision in 
the Thomas amendment under which 
reserve requirements may be raised. 
This section amended Section 19 of the 
Reserve Act as follows: 

“.,. the Federal Reserve Board, 
upon the affirmative vote of not less 


than five of its members and with the 
approval of the President, may declare 
that an emergency exists by reason of 
credit expansion, and may by regulation 
during such emergency increase or de- 
crease the reserve balances to be main- 
tained against either demand or time 
deposits.” 

5. Adoption of the so-called “ve- 
locity” reserve requirements recom- 
mended by the Reserve Board. The 
Board, through Governor Black, re- 
cently reiterated its plea, originally 
made in 1931, for legislation in this 
direction, but it is doubtful, as this is 
being written, that Congress will accept 
the suggestion. The “velocity” reserve 
scheme would make reserves depend 
upon not only the volume of bank re- 
serves, but the rate of turnover. This 
provision was contained in the earlier 
versions of the Glass-Steagall Bill but 
was subsequently removed. 

There are three sections of the Bank- 
ing Act of 1933 (Glass-Steagall Act) 
which provide a mechanism calculated 
to prevent the flow of an undue amount 
of credit into speculative channels. 
These are sections 3, 7 and 9, and they 
may be summarized as follows: 

(1) Section 3 provides that each 
Federal Reserve bank shall “keep itself 
informed of the general character and 
amount of the loans and investments of 


its member banks, with a view to ascer- 
taining whether undue use is being made 
of bank credit for the speculative carry- 
ing of, or trading in, securities, real 
estate or commodities.” Refusal of a 
bank that is found to be misusing its 
credit facilities to desist is punishable by 
suspension of the Reserve’s facilities on 
a majority vote of the Reserve Board. 

(2) The Federal Reserve Board, un- 
der section 7, is empowered to “fix from 
time to time for each Federal Reserve 
district the percentage of individual 
bank capital and surplus that may be 
represented by stock or bond collater- 
aled loans.” 

(3) Under section 9, it is provided 
that if any member bank to which an 
advance has been made by its Federal 
Reserve bank increases its outstanding 
collateral loans in the face of a warning 
from the regional institution, such ad- 
vance shall become immediately due 
and payable, and the member bank 
shall be ineligible as a borrower for such 
period as the Board may prescribe. 

There are two “controls” set up for 
the regulation of credit that are directed 
mainly or entirely at speculative short- 
term loans. These are the controls set 
up in the Securities Exchange Act of 
1934, and the Banking Act of 1933. The 
importance of these controls is not as 
yet determined. 


PRESENT FORMULA USED IN COMPUTING MEMBER BANK RESERVE REQUIREMENTS: 


13 or 10 or 7 X (Demand Deposits, except U. S. Govt. Deposits and amounts Due to Banks) + 13 or 10 or7 X (Due to Banks 
100 
— Due from Banks, if Due to Banks exceeds Due from Banks) + 3 X Time Deposits 
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THE RESERVE BOARD’S PROPOSED FORMULA FOR COMPUTING MEMBER BANK RESERVE REQUIREMENTS: 
5 X (Time Deposits + Demand Deposits, including U. S. Govt. Deposits and Due to Banks — Due from Banks) + 
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Excess member bank reserves, on the basis of monthly averages 
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THE PRODUCER 


**As long as the majority of 
our farmers till 50 to 100 acres, 
chop their own firewood in the 
back lot and graze a few cows 
along their brooks, condi- 
tions will go from bad to 
worse. Though they become 
the best educated agrono- 
mists in the world, they can- 
not maintain their families on 
an American standard of liv- 
ing as long as each man works 
for and by himself, with his 
own small capital”’ 


The Preservation of 


Independent Farming 


E American banker knows only 
too well the plight of agriculture. 
But does he know what to do about 

it? I think he begins to see light. But it 
is still a faint gray dawn of understand- 
ing. For thoughts about American 
farms and farmers are peculiarly 
blurred with tradition, sentiment and 
misconceptions growing out of certain 
never-to-be-repeated circumstances of 
pioneer life. 

Let us assume that we are not going 
socialist, still less communist. Let us 
agree that, at least for another few 
decades, we are going to give a fair 
trial to some enlightened form of pri- 
vate ownership, personal initiative and 
a democracy composed of individuals 
for whose sake all government exists. 
To what practical program of farming 
must such an American philosophy of 
life lead? 

During the past 15 years I have 
sought the answer to this question in 
several directions. At first, while work- 
ing a poor quarter-section farm in New 
Jersey, I thought that some improve- 
ment in the handling of such tiny tracts 
might work out well. Now I know bet- 
ter. As long as the majority of our 
farmers till 50 to 100 acres, chop their 
own firewood in the back lot and graze 
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By WALTER B. PITKIN 


The author, a member of the Columbia University faculty, 
says, *‘For the past 25 years I have always farmed somewhere 
and on some scale, large or small.’’ Dr. Pitkin is author of 
**More Power to You’’, “Life Begins at Forty”’’, and other books 


a few cows along their brooks, condi- 
tions will go from bad to worse. Though 
they become the best educated agrono- 
mists in the world, they cannot main- 
tain their families on an American 
standard of living as long as each man 
works for and by himself, with his own 
small capital. 

Nature necessitates failure here. The 
seasons, with their uncertain rains and 
winds, and the obscure cycles of insects 
and vermin that prey upon tilled crops, 
bushes and trees make farming highly 
hazardous. This coming summer, for 
example, will see tens of thousands of 
families in Montana, Wyoming and the 
two Dakotas wiped out; for the most 
colossal plague of grasshoppers in 64 
years will darken the skies of the 
stricken Northwest and devour all 
green things. During the past 90 days 
unprecedented cold has killed thous- 
ands of fine young fruit trees through- 


out the north Atlantic states; and the 
losses must be borne by the individual 
owners. No insurance covers such dis- 
asters. Thus everywhere and at all 
times. 

Now, in most other industries, nor- 
mally recurring losses are covered 
either by special preventive measures 
or by insurance; and the cost is added 
to selling prices. The consumer foots 
the bill, as he should. Why not in farm- 
ing? Look at the coolie farmer for the 
answer. 

All over our land you find hill-billies, 
squatters, subsistence homesteaders 
and suburban gardeners and poultry- 
men who produce small amounts of 
food, keep what they need for them- 
selves and then dump the remainders 
at any price offered. Remember, please, 
that offerings equal to only 2 per cent of 
total market demand suffice to break 
market prices. That is, if a given town 


can use, on a given day, five tons of 
early cabbages, firm at four cents a 
pound, a farmer can drive into mar- 
ket with as little as 200 pounds of 
cabbages, offer the lot at three and one- 
half cents a pound and thereby depress 
prices somewhat on all other cabbages 
offered that day. 

Wegrant that this is Alice-in- Wonder- 
land economics. But it happens to pre- 
vail in most food markets of our land 
today. No wonder chaos crops up all 
along the line! In the face of it, what 
can the ordinary small farmer do? 
Nothing! Growing bigger and better 
cabbages will not help him. On the con- 
trary, every improvement in quality 
and quantity makes his plight worse. 
Sell the small farmer good seed corn, 


CUSHING 


step up his yield even a little, and this 
means a greater probability that mar- 
ket prices will break throughout the en- 
suing season. Better crops thus come to 
mean poorer farmers. This is the “ para- 
dox of plenty” out in the open fields. 
What’s to be done about it? My own 
answer was reached about five years 
ago, shortly before I joined up with 
Hickman Priceand his 33,000-acre wheat 
ranch in the Texas Panhandle. The 
world grain crisis, which brought to a 
sudden end all such great develop- 
ments in industrialized farming, served 
to clear up in my own mind certain 
essentials of the ideal farm program. 
Above all, it brought home the need of 
perfecting every possible economy in 
producing and in distributing products. 


CUSTOM 


THE MARKET } 


“Crops should be planted 
with an eye to specific outlets 
no less with reference to 
country-wide crop conditions. 
. . . Prices must appear right 
before you plant. Buyers of 
products must be found; 
otherwise we lapse into the 
old slough of despond where 
wallow most small farmers. 
We would find ourselves 
dumping crops into glutted 
markets and coming back to 
our clients with a net loss”’ 


In an era of diminishing profits this is 
self-evident. That is, it becomes self- 
evident as soon as you happen to think 
about it. But how few have yet done 
that! 

Let us start with things as they are, 
a country containing millions of farm 
owners whose tracts range from one 
acre to a quarter-million. Among these 
we find fully half a million individuals 
who own land that is at least moder- 
ately fertile, easily drained, and in a 
climate good enough to favor some mar- 
ketable crops. Furthermore, these same 
owners possess acreage large enough to 
permit tractors to work their fields and 
to require lime and fertilizer in car- 
load lots every year. Finally, most of 
the farms lie within 25 miles of some 


The neighborhood use of machinery at thrashing time has long been a farm practice 
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sizable consumer group which can buy 
all products. 

Let us leave out of our present reck- 
oning all the other millions of farms 
which are either very small or very 
large, either very remote from markets 
or very expensive because on land that 
is taxed as suburban real estate, either 
in very unfavorable climate or under 
some other grave handicap. It is my 
firm conclusion that these half million 
or more tracts can become a great in- 
dustry if well managed. The problem is, 
how manage them? 

Our agricultural colleges have given 
the wrong answer to this question. 
They still train young men to handle 
small farms. They hope, by improving 
production on such farms individually, 
to raise net earnings to the point of 
supporting a manager. In a few special 
cases this works out passably well; in 
most cases it fails dismally. For “the 
paradox of plenty” and the dilemma of 
distribution still hang heavy over the 
little manager’s head. I have seen 
scores of well trained young men and 
women fail at such ventures; and, after 
studying the causes of disaster, I have 
concluded that a wholly different ap- 
proach to management must be found. 
In Maryland and Delaware I have been 
working out the solution and now feel 
confident that, in the main, it has been 
found. 

As I write, we are managing about 
6,500 acres of excellent land, most of 
which has been shamefully abused by 


low-grade tenants but yet, on analysis, 
proves able to stage a quick come-back. 
When you read these lines, the total 
acreage will be much larger, for every 
day or two somebody asks us to take 
over the management of his property. 
Our procedure is based upon a few 
fundamentals of engineering and busi- 
ness which any experienced reader will 
approve. 

One of the main principles is to uti- 
lize to the limit the ability of a first- 
class man; we must spread him over 
many farms. Experience indicates that 
a good superintendent can readily 
handle at least 2,000 acres of general 
crops; that a sales manager can easily 
take care of the yield of 25,000 acres, 
and perhaps of 50,000 in time; that one 
first-class entomologist, if helped out 
with semi-skilled aides, can control bugs 
over at least 5,000 acres of truck and 
fruit; and that a top administrator can 
probably look after 75,000 acres with- 
out straining himself. 

Second, to make machinery pay for 
itself, it must be kept busy as steadily 
as possible. Hence, throughout plowing, 
planting and harvest seasons the ideal 
is to run 24 hours a day. We have thus 
far succeeded in working tractors and 
implements up to 18 hours a day; within 
another year, we shall be able to keep 
fleets running steadily, except for short 
stops for inspection, refuelling and the 
passing out of orders. 

This still leaves the larger problem 
of seasonal idleness of machinery. We 
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ing with this 
vexatious problem, but it is too early to 
brag about it. We are opening up this 
fall a small farm in Florida on which we 
shall grow for our clients the cabbage, 
pepper, celery and other plants needed 
for the early crops up north. As the 
plants mature, we shall ship them to 
Maryland in our trucks. A small outfit 
will be sent south late in the autumn, 
and this will fill in the time of at least 
one small tractor, gang plow, sprayer 
and minor implements. 

More promising is the way we use 
the larger tractors for grinding oys- 
ter shell, mixing fertilizer and mak- 
ing cattle feed and corn meal during 
the idle weeks of the winter. We do 
this close to Maryland headquarters. 
Whether a variety of collateral tasks 
can be found to fill in the entire time of 
the machines not taken for field opera- 
tions is still an open question. But there 
is no doubt that we are already using 
equipment at least five or six times as 
much throughout a normal year as any 
small farmer can. 

Machinery increases in its unit effi- 
ciency as it grows in size, up to some 
limit not yet clearly determined. But 
the small farmer, working alone, has to 
buy and use small tractors, small plows, 
small cultivators and small everything 
else. Hence we make it a rule to buy and 
operate our own machinery for clients, 
thereby making feasible the use of the 
largest possible units. This necessi- 
tates rather (CONTINUED ON PAGE 72) 


have made a small beginning 


The author’s plan involves no common ownership of land, but, as he says, *“‘One of the main princi- 
ples is to utilize to the limit the ability of a first-class man; we must spread him over many acres”’ 
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The Financing of 


Independent Farmers 


By HAYNES McFADDEN, JR. 


Mr. McFadden is publicity manager of the agri- 
cultural committee, Georgia Bankers Association 


HILE the accomplishments of 

\\ the banker-farmer forces of the 

United States have possessed 
an importance that cannot be dis- 
counted, they are less than the task which 
lies ahead—that of regaining the farmer 
clientele of the country banks, recover- 
ing a vast business lost to Govern- 
mental financing agencies. 

Between 1911 and 1934 the American 
Bankers Association and the various 
state bankers’ associations did a great 
work in their banker-farmer activities, 
covering the entire range of agriculture. 
It embraced the business end of farm- 
ing, leading to better farm practices and 
better business management on the 
farm. It taught the farmer how to be a 
good credit risk; it taught him to put 
his operations on a budget and how to 
make efficient use of power on the farm 
for relief of farm hands and work 
animals; and it encouraged improved 
living conditions on the farm, such as 
lights, water-works and sanitation. 

The conservation of soil by checking 
the damages of erosion, by scientific 
fertilization, by the growing of legumes 
and by the rotation of crops were other 
measures advanced in the banker-farm- 
er program. Seed selection to improve 
the yield of staple crops, such as corn, 
cotton, wheat and alfalfa, resulted in 
better yields at less cost. 

The object lessons in living at home, 
raising home-grown food and feed 
stuffs, cattle, hog, sheep and poultry 
raising, silage and dairying were all 
included in the range of unlimited 
efforts put forth to improve farm 
conditions.. Vigorous steps to curb 
destructive insect life and diseases of 
plants and farm animals claimed a large 
part of the attention of banker-farmer 
organizations. They went further and 
developed intelligent marketing meth- 
ods to absorb surplus production. 


So thoroughly were these projects 
pursued that no more than a small per- 
centage of the 6,000,000 farms in the 
United States failed to derive advan- 
tages from the interest and activity of 
bankers. 

To the power exerted by bankers 
and farmers themselves the Govern- 
ment lent its weight. First, there were 
established 12 Federal land banks to 
ease the farmer’s interest burden and to 
amortize his payments on principal over 
a longer span of years. The land bank 
system was reinforced as the years went 
on by the establishment of the Federal 
intermediate credit bank system, 12 
banks for cooperatives and 12 produc- 
tion credit corporations fed by in- 
numerable national farm loan associa- 
tions and production credit associations, 
with privately owned joint stock land 
banks functioning in the zone between 
bank loans and Governmental farm 
financing. The sum total of this financ- 
ing stuns the imagination. 

Outstanding loans of the Federal land 
banks, joint stock land banks and the 
intermediate credit banks on December 
31, 1933, and of other allied agencies 
were: Federal land banks, $1,396,583,- 
022; joint stock land banks, $412,592,- 
927; intermediate credit banks, $149,- 
462,950; central bank for cooperatives, 
$10,629,900; regional agricultural credit 
corporations, $142,557,921; crop pro- 
duction and seed loans, $59,502,382, 
and agricultural revolving fund, $370,- 
707,112. The total is $2,542,036,214. 

In the agricultural crisis the Govern- 
mental invasion of farm financing has 
been the lesser of two evils, and, con- 
sequently, the greatest good to the 
greatest number. In rolling up this 
enormous volume of farm credit the 
idea of becoming the banks’ chief 
competitor was not a premeditated 
factor on the (CONTINUED ON PAGE 74) 
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HE developments of the last few 


years have done more toward 

awakening the banking world from 
its traditional complacency than any 
other period in financial history. Those 
banks in a position to survive the trial 
of liquidity found themselves struggling 
against the red tide on the ledgers. As 
in all other lines of business, it was nec- 
essary to cut operating costs and to 
seek ways to bolster the declining 
revenues. 

Two years ago our bank (Gary State 
Bank, Gary, Ind.) installed a system of 
service charges. The balances of indi- 
vidual accounts were declining with no 
corresponding decrease in the amount 
of service demanded. This condition, 
coupled with the vicious circle in the 
credit situation, combined to reduce 
tremendously the normal income from 
banking operations. A system of service 
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Part of an “analysis card’’. From the totals on these cards, 
computed from the work sheets, the charge tickets are 
made out at the end of the month. The entire list of items 
is shown at the left in the cut. The actual depth is 9% inches 


The Single Standard 
Of Account Analysis 


By. R. M. LONG 


charges was the one opportunity for cor- 
recting the situation as it then existed. 

The methods in use at the time hav- 
ing been surveyed, a selection was made 
on the basis of the practice of similar 
banks in similar localities. Our educa- 
tion in the art of administering bank 
service charges dates from the installa- 
tion of that system. 

The method adopted may be termed 
the “double standard,” in that it recog- 
nized two distinct classes of checking 
accounts. One was a so-called “per item 
charge” for personal accounts, which 
set a flat rate for these accounts on the 
basis of the average balance and the 
number of checks drawn. The other was 
an “individual analysis charge” for 
accounts over $500 and the more active, 
commercial accounts. 

At the time of installation we had 
approximately 5,500 accounts. Five 
hundred of these were placed on analy- 
sis, the rest being put on the per item 
basis. Two years later we had about 
3,000 accounts equally divided between 
the per item and the analysis systems. 

The loss of 2,000 accounts came al- 
most immediately after the installation 
of the charge. These accounts averaged 
about $15 apiece, and the loss in dollars 
was more than compensated for by the 
increased balances of other depositors 


seeking to avoid the charge by building 
up their balances. In one stroke we had 
eliminated a great load in the volume of 
items handled and in the nuisances 
arising from the handling of these small 
personal accounts, with no loss what- 
ever in total deposits. This, of course, 
was supplemented by the curtailing of 
service by the depositors remaining, 
who sought to minimize the charges 
made. 

The direct result was two-fold—in- 
come was increased, and the way was 
paved for significant savings in operat- 
ing costs. The fundamental theory of 
service charges had proved its worth, 
but our troubles were encountered in 
the administration of the “double 
standard.” 

The original premise that checking 
accounts divided themselves into two 
distinct classes was nothing more than 
an optimistic assumption. In seeking a 
criterion for drawing the line between 
the two groups, we found that the num- 
ber of deposits made per month was the 
best indicator in classifying a particular 
account. An account having more than 
eight deposits per month was classified 
as a commercial account, on the theory 
that such activity was beyond that 
called for by a strictly personal account. 

Accounts over $500 and accounts 
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having more than eight deposits per 
month were being analyzed, and the 
rest left on the per item basis. Having 
made such an equitable distribution we 
found that it was practically impossible 
to keep it so. A surprising proportion of 
the accounts varied in character from 
month to month. Such a situation 
meant reclassification of large numbers 
of accounts each month, and threw our 
records into confusion. 

New customers were bewildered when 
their accounts, temporarily classified by 
guess, were suddenly changed from one 
basis to another. It is a hazardous prop- 
osition to classify an account by the 
opening balance or by the sound of the 
name. Both of these standards are very 
uncertain forecasts of the future behav- 
ior of the account. 

Another difficulty was encountered 
in dealing with accounts classified as per 
item but receiving more than their share 
in miscellaneous services, such as drafts, 
coupons, collections or out-of-town 
checks cashed or deposited. There was 
no way of checking on these scattered 
bursts of activity other than chance, 
but there was a decided leak. Smarter 
customers would shoot through some 
out-of-town items on their personal ac- 
count, avoiding the charge which they 
knew would be levied against business 
accounts. We came to realize that there 
was a tremendous amount of this mis- 
cellaneous service being given to these 
small accounts. There was no means of 
getting compensation for these benefits 
under the per item system without 
tacking on a number of penalty charges. 

Still another problem was that of 
unintended discrimination between ac- 
counts. With so much confusion ema- 
nating from the situation it was impos- 
sible to avoid charging similar accounts 
at different rates. Some customers could 
not understand why they should be on 
one system while a friend might be on 
another. The aforementioned difficulties 
contributed to this condition and em- 
phasized the necessity for keeping our 
classifications as clearly defined as 
possible. 

The final blow to the double standard 
came as a result of a move to make the 
analysis charge more in line with actual 
conditions. We had been allowing a 5 
per cent credit on available balances, 
which, having been found to be too high, 
was reduced to 4 per cent. This change 
threw the two systems still further 
apart. Where they might have shown a 
reasonable correspondence on normal 
accounts previously, there was now very 
little if any comparison. This uncovered 


the final difficulty by exposing the ex- 
treme rigidity of the per item basis as 
opposed to the easy flexibility of the 
analysis system. 

It was obvious that some measure 
must be taken to correct the difficulties 
and to close the loopholes exposed under 
the double standard system. To this 
end the situation was carefully re- 
viewed. 

A cost analysis was made which con- 
firmed our itemized charges on the an- 
alysis basis. This, in itself, tended to 
support our conviction that only by 
analyzing each account each month 
could a truly equitable basis be estab- 
lished. 

The analysis would automatically 
allow for the changeability of accounts. 
If the balance varied, the credit allow- 
ance would vary in proportion, or if the 
services used varied in either type or 
quantity this change would be accu- 
rately reflected in the cost analysis. 

Any cases of discrimination which 
might have existed would be immedi- 
ately eliminated. New customers could 
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be told exactly on what basis their 
accounts would be assessed. 

By instituting such a single standard 
we would find all our difficulties solved, 
and a system devoid of loopholes would 
be presented to our depositors. 

There is little question that the single 
standard is an ideal, marred only by the 
problem of handling the increased de- 
tail work involved. Surprisingly, how- 
ever, we found that we have a more 
smoothly operating system now than 
previously. 

The daily work, for a bank with less 
than 10,000 accounts, can be handled 
by one analysis clerk. For a small bank 
the daily figures may be compiled by 
the tellers without interfering with their 
regular routine. 

The analysis clerk goes through each 
deposit before it is broken down. The 
out-of-town items and clearing items 
are counted, and the number of each is 
noted on the deposit ticket along with 
the amount of the float. 

The float is computed on a three-day 
basis. That is, the amount of a one-day 


DAY-BY-DAY 


‘*The information from 500 deposits may be posted to the 
work sheets in one hour.”’ Below is the top half of a work 
sheet, actual size 
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item is divided by three, a six-day item 
multiplied by two, etc. By so doing, and 
pointing off one decimal place on the 
resulting float figure, the average daily 
float is obtained on the basis of a 30- 
day month. Sundays and holidays may 
be taken into account by adding the 
appropriate number of days to the float 
during the period affected. This opera- 
tion is simple, yet it eliminates the com- 
plication of many float columns on the 
work sheet and much unnecessary com- 
putation at the end of the month. It 
may seem that this is a very inaccurate 
procedure, but it must be remembered 
that the float figure is reduced first to an 
average, then still further in the final 
computation of the earning allowance. 
This permits a generous margin of error 
before the net charge is affected more 
than a cent one way or the other. The 
probability of compensating errors still 
further precludes any significant devia- 
tions from a result obtained by other 
means. 

When coupons or bonds are deposited 
without charge at the window, the 
amount of the charge is written on the 
deposit ticket so that it may be covered 
on the analysis. Similarly, collection 
charges may be noted on the ticket by 
the collection teller if he has instruc- 


tions to deposit the full amount and col- 
lect the fee indirectly. 

In the case of big depositors receiv- 
ing miscellaneous service, such as drafts 
or cash for out-of-town checks, a form 
is provided the teller whereon the 
charges due may be noted. There are 
very few such situations, but such a 
system assures a check on all services 
rendered. 

All the information desired is gath- 
ered together on the deposit tickets (a 
permanent record), together with a few 
memorandum slips which are kept on 
file. 

The analysis clerk, during the slack 
periods of morning and later afternoon, 
has the time to post the information 
gathered the previous day from the de- 
posit tickets to the work sheets. There is 
a work sheet for every active account. 
These sheets provide a space for the 
number of deposits, the number of 
clearing items deposited or cashed, the 
number of out-of-town items deposited, 
the float, the number and charge for 
out-of-town items cashed, the number 
and charge for drafts, etc., the number 
and charge for collections and the num- 
ber and charge for coupons. By doing 
this posting the following day there is 
no delay, and the operation is facilitated 


DIFFICULTIES AND CONFUSION 


‘*The original premise that checking accounts divide them- 
selves into two classes was nothing more than an optimistic 


assumption. . 


.. A surprising proportion of accounts 


varied in character from month to month. Such a situation 
meant reclassification of large numbers of accounts each 
month, and threw our records into confusion”’ 
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because the deposits are lined up in 
alphabetical order. The memorandum 
tickets made out by the tellers are col- 
lected each morning and posted to the 
work sheet at the same time as the de- 
posits. The information from 500 de- 
posits may be posted to the work sheets 
in one hour. 

In this way all the necessary informa- 
tion is gathered in a simple form without 
interfering with the regular routine of 
the bank. There is no more work in the 
collection of information on all accounts 
than on the more active commercial 
accounts. We have done both. 


FROM THE 25TH ON 


THE period from the 25th day of the 
month to the last day of the month is 
devoted to computing average balances 
and deducting the reserves. We use only 
the first 25 days of the month as a basis 
for the average, feeling that it will be 
sufficiently accurate for this purpose. 
Any significant change will be reflected 
the following month, and an account 
which varies greatly from day to day 
has little consideration due in its earn- 
ing allowance. By allowing this period 
for these computations there is no bur- 
den placed on the employees or the 
available equipment. 

On the last day of the month the em- 
ployees are busy making up statements, 
and the only duty toward the analysis 
work is that of placing the number of 
“checks drawn” on the analysis cards. 
This is no trouble, as this count must be 
made anyway and can be recorded dur- 
ing the other work without inconven- 
ience. 

In the meantime, the analysis work 
sheets are brought up to date and are 
handed out to the employees on the 
first day of the month. The columns are 
totaled, the totals posted to the cards, 
the charges computed, the charge tick- 
ets made out and the materials handed 
in for checking. Three or four days are 
allowed for this work, so that it, too, 
may be done without inconvenience to 
the employee. 

In this manner we are enabled to ac- 
complish our work in a simple, accurate 
and complete manner. We designed our 
own forms to fit our individual needs 
and to avoid the complications and in- 
tricacies incorporated in the stock forms 
flooding the market at the present time. 

We feel that ours is a system offering 
flexibility, equity and adequacy, but, 
above all, simplicity. It is a system giv- 
ing complete coverage to the smaller 
banks with the least expense and time. 
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‘*There has been no lessening 
in allotments for speeding 
national recovery under the 
Roosevelt program. The 
spendings have been author- 
ized and the appropriations 
have been made.”’ At the left 
is a picture of the Grand 
Coulee project on the Colum- 
bia River, which will add 
over 700,000 horse power to 
the country’s electric power 
production. 


National Public Works 


By WILLIAM P. HELM 


The author is a Washington writer on national affairs 


ESIDENT ROOSEVELT’S be- 
Prrine eye-glasses are quite the 
same as those worn by millions of 
his countrymen. They hold no unusual 
gift of foresight, no magic for viewing 
the unpredictable. Looking through 
them five months ago, the President 
foresaw a Treasury deficit approximat- 
ing seven billion dollars for the current 
fiscal year of 1934, which ends June 30, 
and a two-billion dollar deficit for 1935. 
Others, reading his budget message, 
saw with him eye to eye. 

But what neither the President nor 
anyone foresaw at that time, or could 
possibly foresee, has changed this pros- 
pect materially. The events of the en- 
suing 150 days at Washington have 
scrambled the figures and obscured the 
totals. Certain things have happened 
which were not expected then to hap- 
pen. The apple cart containing the 
White House benefits for veterans has 
been upset. The Presidential program 
for restoring gradually the pay reduc- 
tion of Federal employees has been 


changed, over a veto, by Congress. A 
mammoth new tax bill has been enacted 
where nothing more unusual than 
plugging revenue leaks had been an- 
ticipated. 

More important, perhaps, than any 
of these, the great Federal agencies set 
up to hasten national recovery have 
developed definite cramps in the spend- 
ing arm. It has become increasingly 
apparent that the Government could 
not spend, with New Deal wisdom, as 
rapidly as anticipated. The President’s 
January program looked to the spend- 
ing of a billion dollars a month in 
round figures. It hasn’t been done. 
Events have shown during those five 
months that it couldn’t be done. 

These crowded developments, par- 
ticularly the last named, have com- 
bined to produce a profound effect on 
the financial prospect of the national 
Treasury during the coming fiscal year, 
which starts at the close of this month. 
They have shriveled the prospective 
deficit of the waning fiscal year, as well. 


And possibly they have postponed a 
bit the coming of the balanced budget, 
anticipated by the President in the 
fiscal year 1936. That, however, still 
lies in the laps of the gods. 

In his budget message of last Janu- 
ary, President Roosevelt outlined pros- 
pective receipts and spendings for the 
current fiscal year in some detail and 
said: 

“On this basis, including, how- 
ever, certain additional expenditures 
which are not included in the budget 
estimates but which I believe to be 
necessary and amounting to $1,166,- 
000,000 . . . the excess of expenditures 
over receipts will be $7,309,068,211. 
Interest charges on the borrowings in 
excess of the budget estimates will 
slightly increase this figure.” 

Two things have become apparent 
since that time. The first is that the 
deficit will fall far below the $7,309,- 
068,211 then in prospect. The deficit 
passed the $3,000,000,000 mark in the 
latter days of April and, conceivably, 
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may soar to $5,000,000,000 (although 
the chances are against it) by June 30. 

That is the first development to be 
clarified during the passage of time 
since the message went to Capitol Hill. 
The second outstanding development 
is the adherence of the Administration 
to its January spending program in 
principle. There has been no lessening 
in allotments for speeding national 
recovery under the Roosevelt program. 
The spendings have been authorized 
and the appropriations have been made. 
The money is to be made available as 
needed by tax receipts and borrowings; 
it simply has not been spent within the 
time limit of six months (January to 
June, inclusive) estimated by the 
President. 

To put it another way, a part of these 
spendings—a large part—simply has 
been deferred beyond June 30. This, in 
turn, undoubtedly has been due not to 
deliberate postponement but to some 
degree of tardiness in executing phases 
of the New Deal program and, in 
greater degree, to the unpreparedness of 
public works and other projects to 
receive such huge disbursements prior 
to June 30. It means that a part of the 
spendings contemplated for the fiscal 
year 1934 will be carried over into 1935 
and possibly beyond, to 1936. 

This development, therefore, while 
diminishing the size of the 1934 deficit, 
bids fair to increase the 1935 deficit 
materially beyond the estimated $2,- 
000,000,000 forecast of last January. 
If any appreciable volume of the 
spendings is extended beyond 1935, the 
effect may be to upset the hoped-for 
balancing of the budget in 1936. But 


the effect over the entire three-year 
period will be the same, unless there is 
a change in the spending program 
itself. The deficits in prospect last 
January simply will be redistributed; 
the total, with an unchanged spending 
program, will remain at approximately 
nine billions, but instead of an appor- 
tionment of seven billions to 1934 and 
two billions to 1935, there will be 
another arrangement. 

Four and one-half billions, or five 
billions, perhaps to 1934, and the re- 
mainder to 1935, with the possibility 
of a part of the remainder having to 
wait until 1936 for spending. Such 
would be the redistribution unless there 
should be curtailment of or addition 
to the proposed recovery spending 
program. 

The great distinction between allot- 
ting money and spending it is primarily 
responsible for the changed financial 
prospect for 1935. A conspicuous in- 
stance of this is disclosed in the financial 
affairs of the Public Works Administra- 
tion, for which Congress appropriated 
$3,300,000,000 a year ago. A part of 
that appropriation, or $400,000,000, it 
will be recalled, was allotted forthwith 
to the states for road building. The 
money was available, to the last cent, 
in July, 1933, but the states were 
unprepared to spend it quickly. 

With what result? With the result 
that as late as May 1, last, less than 80 
per cent of the $400,000,000 had ac- 
tually been covered for spending by 
awards for approved projects. And of 
the 80 per cent covered by approved 
awards, only half, or thereabouts, ac- 
tually had been withdrawn from the 


Public works on a revetment along the Ohio River 
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Treasury. More than $200,000,000 of 
this money lay in the Treasury, with 
only two months remaining of the 
current fiscal year. Not all the $400,- 
000,000, it now seems certain, will be 
spent in the fiscal year 1934; a part will 
go over to 1935. 

Another allotment of $400,000,000 
from P.W.A. funds was put aside for 
civil works, and that has been spent. 
Of the $2,500,000,000 remaining in the 
P.W.A. strongbox, all has been al- 
lotted. The sum total is earmarked 
for delivery on nearly 8,000 sepa- 
rate projects. Yet only $1,000,000,- 
000 of the $3,300,000,000 had actually 
been withdrawn from the Treasury 
by April 25, last. That $1,000,000,000 
included both the road building pay- 
ments and the C.W.A. $400,000,000. 


SPENDING TAKES TIME 


IT follows, therefore, that the bulk 
of the public works fund of $3,300,- 
000,000 will be spent, not, as originally 
planned, in 1934, but subsequent to 
1934. And when it is borne in mind 
that actual spendings, rather than 
allotments and appropriations by Con- 
gress, determine the size of the deficit, 
it can be recognized readily that the 
time element, the delay in spending 
these authorized appropriations, works 
mighty changes in the financial pros- 
pect of the government for the next 
two fiscal years. 

All but one of the regular appropria- 
tion bills have come within the budget 
estimates; on these, indeed, a handful 
of millions has been saved. 

Therefore the extent of the deficit at 
the close of 1935 seems, today, to be 
unpredictable with any degree of cer- 
tainty. That it will be considerably 
larger than the $2,000,000,000 forecast 
last January seems entirely reasonable 
for the reason that 1934 spendings have 
been deferred largely to 1935. 

Neither allotments nor appropria- 
tions will tell the story. Actual with- 
drawals from the Treasury alone will 
determine the size of the deficit. If 
national recovery spendings move fast, 
the deficit will be much more than the 
$2,000,000,000 forecast last January, 
just as the 1934 deficit is less. If such 
spendings are retarded, the effect will 
be to lessen the 1935 deficit and defer 
a part of it to 1936. 

Many factors not appreciated at 
first glance influence the possibilities. 
Among them is so variable an element 
as the weather, with its far-reaching 


‘*~ effect on construction and crops. 
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Public Works 


COURTESY NATIONAL RECREATION ASS‘N 


By ARTHUR VAN VLISSINGEN, JR. 


how public credit of all sorts ties 

into the banks. In the past 
several years, the opportunities for safe, 
profitable lending to private and com- 
mercial borrowers have shrunk, to the 
mutual sorrow of bankers and of Wash- 
ington. General market bonds have 
proved too risky for many banks with- 
out facilities for constant analysis and 
close supervision. All of which has left 
the banker little outlet for his funds 
except Governments and municipals. 

A rather general current impression is 
that the Federal Government is just 
about the one public body that still has 
credit, with a few notable exceptions of 
cities and states conspicuous for sane 
finance in an otherwise dizzy world. 
Like most general impressions, this is 
both true and false. It is false because a 
preponderant majority of all bond- 


needs to remind bankers 


issuing public bodies in the United 
States are today in such standing that 
their obligations will bring par or 
better at coupon rates of 5 per cent or 
less. It is true because the bonded debt 
of most municipalities—using the word 
in the bond market sense of all taxing 
bodies subordinate to the Federal 
Government and its instrumentalities— 
has reached close to the limit either of 
legal restriction or else of the practical 
restriction imposed by the ability of 
taxpayers to meet debt service on 
funded obligations. 

In brief, most municipalities today 
can readily get par for their bonds with- 
out paying excessive interest rates, but 
they cannot issue any greatly increased 
volume of bonds without jeopardizing 
their credit. It is notable that of the four 
public bodies whose financial set-up is 
described on the following pages, one 
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Municipalities, states and 
counties once were easily able 
to pay for necessary local 
improvements. When the 
finances of these bodies are 
again in order, an era of con- 
structive public building will 
start that may well dwarf the 
interim spending of P.W.A. 


has a negligible bonded debt, with no 
prospect of trying to issue more; its 
bonds would unquestionably be eagerly 
snapped up by the market at a very low 
yield if they were legally issued. The 
other three units, one of which has 
defaulted within the year, one of which 
is close to its limit but has met matu- 
rities in cash, and one of which has been 
constantly refunding, are at this writing 
in process of completing sales of sub- 
stantial issues (in proportion to tax 
income and assessed valuations) at or 
above par. The breakdown of public 
credit in a comparatively few units 
such as Detroit, Cook County, Florida, 
Texas road districts, Arkansas and 
Carolina subordinate bodies has left an 
impression of shattered municipal fi- 
nances far in excess of the general facts. 

But, of course, the Federal credit is 
still in excellent shape, and Adminis- 
tration plans provide for the financing 
of public works through the P.W.A. and 
other alphabetical bodies. Conceivably 
many of these improvements will so 
increase assessed valuations as to offer 
an out to municipalities now mired in 
their own obligations. And these im- 
provements, without corresponding in- 
crease in local debts and free from ram- 
pant graft, may in many instances 
make for so much greater local prosper- 
ity as to simplify the problem of run- 
ning local banks at a profit. And voters 
will be a long time permitting waste to 
reestablish itself. 
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A Great Lakes City of 600,000 


ILWAUKEE offers a good ex- 
M ample of what can be done. 

Its budget for 1934, after all 
of the economies have been applied and 
including miscellaneous receipts, comes 
to $29,400,000. Tax delinquencies are 
about $25,000,000 now—125 per cent of 
a year’s tax levy. Yet, and this is the 
amazing fact which is somehow reas- 
suring when one considers as a unit the 
finances of all the large cities of the 
United States, this city has throughout 
all of the troubles met its debt service 
right on the head. At the moment of 
writing, its finance officers (of the much 
maligned tribe of elected politicians) 
have set aside in a separate bank ac- 
count provision for the interest and 
serial maturities of several months 
hence because, as one of them explained, 
“we are taking no chances on getting 
any of that money spent or involved in 
anything that will prevent payment of 
debt service when due.” 

The effect of this record and this 
attitude is exactly what the copybooks 
told us it should be. A few weeks ago 
the city, faced with the necessity for 
a new filtration plant, obtained P.W.A. 
help—and prepared to raise its part of 
the money by selling the P.W.A. 
several millions of 4 per cent bonds, 
first mortgage on the waterworks, at 
par. Immediately there was an influx 
of bond buyers from municipal bond 
houses of the highest rank. “We'll give 
you a premium for these bonds,”’ they 
offered—despite the fact that they are 
based on the waterworks and are not 
general obligations of the city. So the 
bonds are now being advertised, and the 
premium will probably be at least a full 
point. 

How has the city managed to meet 
its obligations despite a tax delinquency 
so great? Genuine economizing has 
admittedly helped. But when you get 
right down to cases, avoidance of 
default has come because the city was 
fortunate enough to have a good deal of 
money in various reserve accounts of 
one sort and another, and the city 
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officials have of necessity developed 
almost superhuman skill in various 
kinds of financial ring-around-rosy 
which puts a given dollar at a be- 
leaguered point, keeps it there long 
enough to repel the attack, and then, if 
it still survives, rushes it to another 
station where it is now needed. 

For instance, the city has for several 
years been setting aside certain types 
of extra income in an amortization fund 
for the purpose of accumulating enough 
money to retire the city’s debt when the 
fund should equal this sum—this is not 
a sinking fund, but a fund being vol- 
untarily accumulated, over and above 
all requirements for debt purposes, to 
relieve the city of bonded debt some- 
time within 15 or 20 years. 

From the beginning, these funds were 
invested by purchasing the city’s bonds 
and holding them. When the need for 
tax income became sufficiently acute, 
and an excellent market prevailed for 
the bonds, the custodians of this fund 
began converting into cash and pur- 
chasing, from the city, tax deeds to the 


very best of improved property which 
had become so far delinquent—with 
appropriate guaranties that if one of 
these tax deeds went bad it would be 
replaced by one still good. In conse- 
quence, the amortization fund is the 
greatest tax buyer in the community, 
it is earning 10 per cent on its funds 
instead of the approximately 5 per cent 
yield of city bonds, and the city has had 
several millions of tax sale dollars which 
otherwise could not have been obtained 
for the current budget. 

Likewise the city treasury was pre- 
viously in such excellent condition that 
when bond issues were authorized for 
improvements, the city customarily 
paid the expense of the improvements 
out of current funds and held the bonds 
—thus saving the interest—until money 
was needed. One issue of several millions 
was held in this fashion for 21 months, 
and the bonds when sold were thus 
clipped of three coupons and sold for 
the price plus three months’ accrued 
interest. For 60 years bond funds and 
general funds have been indiscriminately 
used to hold city finances on an even 
keel, so what is now happening differs 
only in degree. With cash scarce, bond 
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improvements have been held _ back 
except in the most urgent instances, and 
some $9,000,000 of bond cash has been 
used for current requirements. A tax- 
payer’s suit to compel restitution to 
these bond funds was won by the city, 
although the court expressed a reason- 
able doubt as to the legality of such 
use of bond funds, but, now that it 
was done, held that any such action as 
that petitioned for would cause financial 
catastrophe which would not be in the 
public interest. Meanwhile the city 
manages to meet with cash any vouch- 
ers arising from bond-issue improve- 
ments which are going forward. 

Still another expedient was resorted 
to and is still being employed to provide 
current funds. When it became ap- 
parent early in 1933 that tax collections 
would not yield sufficient cash to meet 
bond and operating requirements—the 
situation was complicated by a referen- 
dum which drastically curtailed levies— 
the council authorized an issue of 
small-denomination bonds, hereafter 
referred to by their popular name of 
“baby bonds,” secured by tax liens on 
improved property then delinquent. 
Putting aside the legal complexities, 
the nub of the matter is that no recog- 
nized bond attorneys would give their 
opinion that these bonds were legal, 
since no court had passed on exactly 
this type of issue. Therefore the city 
gave up the idea of selling them by a 
drive to the public, and began using 
them to pay city employees. In every 
month except two (when emergency 
pressure compelled payments entirely 
in baby bonds) all city employees have 
had their pay half in cash and half in 
baby bonds. 

Strangely enough, this has caused 
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little loss to the employees. From the 
first, a brisk demand existed for the 
bonds for tax payments; most merchants 
would accept them at par, thus getting 
for themselves the advantage of the 5 
per cent interest coupons carried by 
denominations of $10 and $100 (the 
$100 denomination has since been dis- 
continued because it was too hard to 
dispose of). As baby bonds come in as 
tax payments, they are canceled and 
new bonds are issued. 

Summed up, the city has about $25,- 


Steel workers cleaning and coating seg- 

ments of the midtown tunnel to be 

built in New York City, for which the 
P.W.A. has loaned $37,500,000 


000,000 uncollected delinquent taxes, 
and has outstanding assorted obliga- 
tions to the voluntary amortization 
fund, improvement bond funds and 
baby bond holders of perhaps $18,000,- 
000. Looked at alone, this picture is 
none too cheerful. 

On the other side, however, things 
are brighter. First, since January of 1934 
delinquent taxes have been coming in 
at the rate of approximately $1,000,000 
a month. The 1933 taxes, collected this 
year, show a far lower delinquency rate 
than did 1932 taxes a year ago. 

A long suppressed demand for im- 
provements is steadily rising, so that, 
when city finances ease, a great many 
projects will of necessity be undertaken. 
Meanwhile some few are going ahead, 
chief among them the filtration plant 
already referred to. A slum clearance 
project under city ownership but with 
Federal funds is under negotiation, with 
apparently excellent chances of con- 
summation in the not distant future. 


A Small Industrial City 


NEMPLOYMENT andconsequent 
progressive shrinkages in annual 
tax collections have seriously hampered 
the financial management of Kenosha, 
Wisconsin, an industrial town of 50,000 
people. Its principal manufactures are, 
in order of normal employment, auto- 
mobiles, furniture, wire products, brass 
goods and knitted goods. Of these, the 
first two were almost down for several 
years. The third maintained a partial 
schedule, the fourth spread its employ- 
ment so that most of its people had 
some income. The knitting mills kept 
going pretty well throughout the depres- 
sion. Approximately one family in four 
was on public relief rolls at one time, 
and the bulge in plant activity has not 
as yet reemployed more than half of the 
unemployed wage earners. 
The city is fortunate in being oper- 
ated under a city manager charter, with 


the entire municipal operation in the 
hands of the city manager, much like 
a private business. City employees are 
not under civil service, they are subject 
to the same type of rules and manage- 
ment as if they worked in one of the 
local plants. All of which has meant that 
when city revenues took a turn for the 
worse and it was necessary to cut 
operating expenses, the city manage- 
ment could figure out ways and means 
without the hampering restrictions to 
which so many heads of political bodies 
are subject. 

All wages, for example, have been cut 
23% per cent—an unavoidable step if 
the city was to continue solvent. Every 
tax spending body in town has cooper- 
ated, sparing the community the spec- 
tacle so often seen of one body spending 
with open hand while another body 
works day and night to sweat a few 
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more thousands off the budget. And it 
was essential to get city operating 
expenses down to rock bottom in order 
to permit carrying the relief load. 
Relief has since been handed over to the 
county by state legislation, but since 
the city pays 73 per cent of total county 
taxes, the effect has merely been to 
transfer the expense from the right-hand 
to the left-hand pocket. 

City services have been cut only so 
much as was possible without detracting 
from the efficiency of the city govern- 
ment—essential services were cut least, 
of course. But the number of employees 
has steadily decreased, and the remain- 
ing force has cheerfully taken on the 
added load, gratefully clinging to jobs 
which continued while their neighbors 
got laid off at the big plants. 

Tax collections have been watched 
rather more assiduously than is com- 
mon in municipal finance. The entire 
tax operation is kept by machinery, tax 
bills are sent out promptly, reminder 
bills and assorted duns are sent out 
much as if the delinquent taxpayer 
owed a similar amount to the corner 
grocer. The result is that those who do 
not pay are virtually all authentic cases 
of inability to pay. Incidentally, this 
year tax collections have been slowed 
down by a well intended state law which 
permits a postponement of several 
months without penalty upon the 
property owner’s affidavit that he is 
unable to pay on the due date. Since this 
practically puts upon the city the onus 
of proving that such an affiant is able 
to pay, it has held up tax collections. 
But in spite of this situation, the current 
tax payments are making a better show- 
ing than in the years immediately 
preceding. 


DEBT SERVICE 


INTERESTand principal payments up- 
on bonded indebtedness of the city have 
been maintained promptly. This has 
been essential to the city’s financing, 
since it has almost reached its bonding 
limit and annual maturities must be 
refunded—retiring any bonds under 
current conditions is out of the question, 
although $75,000 of the bonds coming 
due in 1933 were paid off and only the 
balance refunded. This continual re- 
funding is the one fault that bank 
investors and municipal bond buyers 
find rth the city’s finances. Mean- 
while, however, unofficial bids on a 
coming refunding issue indicate it will 
sell at par for a coupon rate somewhat 
below that of the issue it is to supplant. 
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A project along the upper Delaware River, where workmen 
are laying a pipeline 


When the depression struck, the city 
was embarked on an ambitious program 
of city improvement, street widening 
and so on. Such projects as had to be 
completed were completed, others went 
into abeyance. A few parts of the gen- 
eral program—all of it part of a well 
thought out city plan—have been 
subsequently handled on city funds. 
But with the advent of the P.W.A. and 
the C.W.A., the local authorities swung 
into action. As sales material they had 
their plans, long since prepared. In 
Washington, where quick action was at 
a premium, they stood close to the head 
of the class. In consequence the city 
accomplished real results with the 
C.W.A.—in contrast with those cities 
where the workers chiefly raked last 
autumn’s leaves or dug holes and then 
filled them again. 

For one thing, the city waterfront 
needed protection from wave action. 
The C.W.A. provided the labor, the 
city provided the material. In the few 
weeks of the C.W.A. there materialized 
enough concrete blocks to complete a 
substantial share of the shore protec- 
tion. By present indications, another 
share of it will be done on funds of the 
state highway commission, because the 
water threatens early collapse of an 
arterial highway running along the 
waterfront. The city purchased second- 
hand brick, ready cleaned, at $1.15 a 
thousand, seasoned second-hand white 
pine, lumber and timbers, for $15 a 


thousand. With relief labor it con- 
structed new bathhouses at the munic- 
ipal bathing beach. The P.W.A. is 
about to widen a major street. So it 
goes. 

This city, with its own credit still able 
to carry the current obligations but 
unable to take on more than a few extra 
pounds, has successfully tapped into the 
Federal funds—mind you, with entirely 
meritorious projects which come clearly 
within the purposes of the Federal 
activities. In other words, unable to 
borrow any substantial new sums on its 
own carefully maintained credit, it has 
been in position to take advantage of 
Federal credit to provide the improve- 
ments toward which it was steadily 
working when the depression knocked 
over the apple cart. And it is using this 
newly acquired Federal credit to help 
lighten the relief load which otherwise 
it and its overlapping public authorities 
would have to carry. 

Despite all of these improvements, 
thecitystill is holding back adammed-up 
demand for dozens of other improve- 
ments. As employment increases and 
back taxes get paid up, the city will 
without doubt continue on its ap- 
pointed path to get these things it so 
urgently desires. Under its present form 
of government and with personnel 
comparable with present personnel, it 
will presumably obtain these improve- 
ments in excellent quantity and, what 
is more important, at thrifty prices. 
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County and State 


A County in Indiana 


* for acts of the legislature, 
Knox County and its subordinate 
taxing bodies would probably never 
have had real trouble with their cor- 
porate finances. And a good many 
banks, trust estates and investors would 
have been spared worry and, in some 
instances, expense. As it is, there has 
been a great deal of financial tribulation 
—which is now being worked out on a 
definite and conservative program, with 
the aid of refundings. 

Two years ago a special session of the 
legislature passed a law providing that 
the over-all tax rate might not exceed 
$1.50 per hundred of assessed valuation. 
However, a tax adjustment board was 
authorized in each county to make 
exceptions for taxing bodies within the 
county if a real emergency existed. And 
in most counties of the state such 
exceptions were set up, although the 
net result of the law was to reduce 
measurably the taxpayer’s burden. 

In half a dozen counties clumped 
together at one end of the state, the 
citizenry—chiefly the farmers—decided 
that there must be no exceptions. For 
days the courthouse of Knox County 
was crowded with embattled farmers 
bringing to bear every possible pressure 
on the tax adjustment board. In con- 
sequence here, and in the other neigh- 
boring counties, the over-all tax rate 
was left at not to exceed $1.50; the 
highest Knox County rate, that in the 
city of Vincennes, had previously 
been $3.68. Add to this reduction the 
effect of a new assessment which 
practically halved the assessed valua- 
tion of the county, and the net result 
was a 1932 tax levy—collectible in 1933 
~—almost exactly 25 per cent of the 
previous year’s. You might, without 


The beginning of a lock excavation 
project at Bonneville, Oregon 


great inaccuracy, term this the tax- 
payer’s unreasoning protest against 
previous extravagances—evidence of 
his determination that there should be 
no more riotous spending, while he 
struggled to make a crop which would 
at best yield him little cash. 

While anyone can sympathize with 
the farmers’ ambition for lower taxes, 
the holders of local municipal bonds 
soon found themselves even more 
sympathetic toward their own plight. 
Obviously an income of 25 per cent of 
the previous year’s income would sup- 
ply only the barest outlines of the most 
essential governmental services, such as 
schools, police and fire protection, and 
the like. It could not be stretched to 
provide many services previously con- 
sidered necessary. As for debt service 
on the approximately $1,500,000 out- 
standing bonds of Knox County and 
subordinate bodies within the county, 
simply nothing could be done about 
most of it. A few townships and school 
districts with carry-over funds from 
previous years managed to meet their 
interest. As for maturities, of which 
1933 had over $450,000, they were out. 
No public body in the county had a 
dime to spare on bond maturities (the 


same was true of the neighboring 
counties which had elected to follow 
similar tax lines). 

Long before the 1933 levy was due, 
local officials were ready to recant their 
heresy of the previous levy. Every 
public body in the county had been 
mired down during the entire tax year. 
Trouble men from municipal bond 
houses and city banks had been drop- 
ping off every train, taking up the 
time of officials who wanted to go ahead 
with disking the cornfield or picking 
the south orchard. Local banks and 
investors had been in their hair. In 
brief, they had by now learned that the 
way of the defaulter is hard, and they 
foresaw plenty of expensive litigation 
unless they should do something about 
the situation, and quickly, too. 

The result was a revamping of the 
fiscal plans for the county and all | 
subordinate bodies, to which the tax 
adjustment board acceded promptly. 
The program faced the fact that a tax 
levy sufficient to pay up all arrears—it 
figured out about $9 per hundred— 
would be beyond the power to pay. 
The highest 1933 rate, that of the city of 
Vincennes, is $4.44—actually lower than 
the old rate, taking into consideration 
the assessment reduction in 1932. In- 
stead, it was predicated on refunding 
all 1933 maturities so that interest 
would be (CONTINUED ON PAGE 78) 
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iy tary Wallace. 


Poster of Paradise in Manchukuo. 
Tokyo’s Asiatic plans are again a 
matter of world attention 
KEYSTONE 


The Market Control Bill pleases Senator 
Fletcher and Counsel Pecora 


GOODS. America sent us goods, says Sir John Simon GOLD. U.S. wants gold in payment, says Sir John Simon 
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Dakota Dust. May 11, 1934 i Wallace asks wider control powers 
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EDITORIALS 


An Index of Banking Confidence 


\ HILE Federal authorities are debating among 


themselves the question whether or not the 
Federal Deposit Insurance System has done 
away with the usefulness of the United States postal 
savings system, depositors in the latter seem to have 
decided some phases of the question for themselves. 

At the end of March deposits in the postal savings 
departments of the post offices amounted to $1,199,- 
869,480 as compared with $1,208,800,000 at the end 
of December which was the high point in deposits in 
the system. This downward trend is a healthy sign. It 
is the first three months’ decrease in five years. It was 
coincident with the establishment of the Federal De- 
posit Insurance System. It came at a time when de- 
posits in commercial banks were increasing at a rapid 
rate and when improvement in business logically sug- 
gested an increase in deposits in all savings institu- 
tions. 

These coincidences, in fact, explain the change in 
the course of postal savings development. For nearly 
five years the chief economic interest in the Govern- 
ment’s system, aside from the mounting total of its 
deposits, has been as an index of the feeling of a con- 
siderable portion of the people of the country toward 
commercial banks. 

Previous to the beginning of acute bank troubles in 
the latter part of 1930 the deposits in the system never 
reached $200,000,000. Commencing with November, 
1930, they started upon an upward surge which 
reached a climax in the banking holiday of last year, 
and in this upward surge one can trace directly, almost 
from month to month, the current developments in 
commercial banking. 

Up to the middle of 1931 monthly increases in total 
deposits, even after distrust in commercial banks be- 
gan to affect deposits in the latter seriously and hoard- 
ing began to upset the nation’s monetary system, had 
not exceeded $25,000,000. 

Thereafter increases of around $50,000,000 a 
month were common. The year 1933 opened with 
total deposits at $942,500,000 at the end of January, 
which was an increase of $41,700,000 over the previ- 
ous month. In February they rose to $1,006,200,- 
000, an increase of $63,700,000; in March they rose 
to $1,112,700,000, or an increase of $106,500,000; in 
April to $1,158,400,000 or $45,700,000 increase; in 
May to $1,178,800,000 or $20,400,000 increase ; and 
in June to $1,184,900,000 or $6,100,000 increase. 


TEMPORARY PEAK 


IN JULY, for the first time in 48 months, they de- 
creased, the total being $1,176,800,000, or a loss of 
$8,100,000. However, in that month $17,000,000 of 
deposits were converted into postal savings bonds and 


there was really an addition of $8,900,000 to the funds 
held by the system. The reaction after the notable 
growth during the period of acute bank troubles before 
and after the banking holiday was quite as marked as 
the tremendous growth which accompanied the latter. 


UP AGAIN 


AFTER July, however, development hesitated. De- 
posits in August reached $1,177,600,000, an increase 
of a million dollars; in September, $1,180,700,000, 
an increase of $3,000,000;'in October, $1,188,900,- 
000, an increase of $8,200,000 ; in November, $1,198,- 
700,000, an increase of $9,800,000, and in December, 
$1,208,800,000, an increase of $10,100,000. These 
increments were far below those of previous months, 
but the gradual increase from the low point in August 
seems to have reflected a changed outlook in banking 
and business generally following the collapse of the 
small speculative boom in mid-summer. 


THEN JANUARY 


THE decisive change came with the inauguration of 
the deposit insurance system in January. At the end 
of January the total deposits were $1,201,000,000, a 
decrease of $7,800,000 ; in February, $1,200,300,000, 
a decrease of $700,000; and in March, $1,199,869,- 
000, a decrease of $431,000. Between December and 
March there was a total decrease of $8,931,000—not 
much to get excited about but significant when com- 
pared with the increase of $211,900,000 in the same 
period last year. Last year in this period the commer- 
cial banks of the country were losing the confidence 
of their depositors. This year they have been rapidly 
regaining it. 

Definite, much less final, conclusions cannot be 
drawn from a three months’ experience of the deposit 
insurance system and changes in banking conditions 
due to other factors, but a definite check in the growth 
of the postal savings deposits at a time when deposits 
in commercial and other savings banks are rapidly in- 
creasing speaks for itself. 


LONG RETURNING 


THE fact remains that there are still practically 
$1,200,000,000 in the Government’s savings banks 
and it is rather too much to expect an early return to 
commercial banks of the billion dollars or so which rep- 
resents the.abnormal increase in postal savings deposits 
due to banking troubles. That is likely to be a rather 
slow process. 

For the present the important fact is that there has 
been a check in the growth of the Government sys- 
tem which is likely to put an end to the projects to 
raise the limit of postal savings deposits from $2,500 
to $5,000 for each individual deposit, to permit check- 
ing accounts and otherwise to expand the system. 
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Life insurance in force as of December 

31 each year, including ordinary, indus- 

trial and group insurance. Except for 

1933 the figures are from the Insurance 

Yearbook of the Spectator Company. 

1933 is an estimate of the Association of 
Life Insurance Presidents 


Life Insurance as Collateral 


A summary based on information as- 

sembled by B. L. Holland, Associate 

Counsel, Phoenix Mutual Life Insur- 
ance Company, Hartford, Conn. 


HE insurance contract usually 

involves three parties, the insured, 

the beneficiary and the insurance 
company. Its transfer as collateral in- 
volves some form of transfer to a fourth 
party, the creditor. Courts in Colorado, 
Louisiana, New Jersey, New York, 
Oklahoma and Pennsylvania have de- 
cided that the insured has no right to 
make an assignment of the policy with- 
out the consent of the beneficiary, un- 
less he first complies with the provisions 
of the policy for changing the bene- 
ficiary. 

On the other hand, cases in the Fed- 
eral Courts, Arkansas, Florida, Georgia, 
Illinois, Iowa, Massachusetts, Michi- 
gan, Mississippi, Missouri, South Caro- 
lina, Texas and Washington, six of them 
involving banks, have been decided on 
the basis that, where the insured has 
reserved the right to change the bene- 
ficiary, he is the owner of the policy and 
has the right to assign it without regard 
to the interest of the beneficiary. 

When the beneficiary has a vested 
interest or the law of the state requires 
the consent of the beneficiary, then the 
latter is in the position of a surety, 
that is, his interest in the policy has 
been pledged to the creditor for an 
obligation of the insured. Twelve deci- 
sions in nine states support this opinion. 
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On the other hand, even if the benefici- 
ary has no property right in the policy 
during the lifetime of the insured, it is 
the general rule that on the death of the 
insured, such vested interest is acquired 
and the beneficiary may then, for some 
purposes, become a surety. 

It is a general rule that the following 
changes in the contract of indebtedness 
without the consent of the surety will 
release the surety either entirely or to 
the extent injured: 

A. Extension of time, either by 
agreement or taking new notes, when 
the signature of the beneficiary was 
originally required. 

B. Increase of debt. The amount ob- 
viously cannot be increased without 
the consent of the beneficiary if the 
latter is a surety. 

C. Release of co-obligers. Neither 
one liable as principal or surety can be 
released without releasing a surety to 
the extent injured. If the debt is paid 
from the insurance proceeds and the 
beneficiary is a surety, the surety will 
have the right to seek reimbursement 
from the principal and contribution 
from other sureties and a release of any 
of these parties will injure the bene- 
ficiary. 

D. Release of other collateral, be- 
cause upon the payment of the debt 
with the insurance proceeds the bene- 
ficiary is entitled to be subrogated to 
the rights of the creditor in other such 
collateral. 

The way in which the creditor can 
meet these problems is to require the 
parties joining in the transfer of the 
policy as collateral to agree that these 
various transactions may be carried 
out with the insured alone. Investiga- 
tion shows, however, that few assign- 


ments give the creditor this needed 
protection. 

The signature of a minor should 
never be accepted to an instrument of 
transfer of a life insurance policy for 
purposes of collateral nor in connection 
with any agreement in relation thereto. 
In some states, a wife cannot become 
surety for obligations of her husband. 
In such states, if the wife is the bene- 
ficiary, her interest in the policy should 
be eliminated before the policy is 
pledged. When there are contingent 
beneficiaries, their signatures are as 
necessary as that of the primary bene- 
ficiary. Where a trustee is involved, a 
transfer of the policy will depend en- 
tirely on the power conferred upon him 
by the declaration or agreement creat- 
ing the trust. If the policy is an “in- 
come policy” it should, whenever pos- 
sible, be changed, so that the amount 
due the creditor can be paid at once, 
with the balance in the form of income 
to the beneficiary. 

The simplest method of making a 
policy payable to a creditor is to desig- 
nate him as beneficiary. Usually such 
policies are written to provide that the 
death claim shall be payable to the 
creditor, his executor, administrator or 
assignee, as his interest may appear; 
balance, if any, to a designated bene- 
ficiary or to the estate of the insured. 
Most policies written in this way give 
the creditor no control over the insur- 
ance during the life of the insured. From 
the standpoint of the insured, there 
should be a specification that the credi- 
tor is a beneficiary only to the extent 
of the indebtedness. 

There may be two types of collateral 
assignment, one reciting that the policy 
is transferred (CONTINUED ON PAGE 42) 
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Recordak has cut 
0 pperatin costs 


in every type of bank 


nothing theoretical 
about Recordak savings... the 
expense records of hundreds of 
banks can testify to that. 

In over 300 towns...in banks 
large and small... Recordak has 
cut bookkeeping costs a third... 
saved 40% in machine equipment 
...Cut stationery costs in half. 
Think what such savings would 
mean in your bank. 

Securing these savings requires 
not a single penny of capital in- 
vestment. A small monthly pay- 
ment puts Recordak in your bank 
... keeps it serviced and work- 
ing without extra charge. 

Today—other banks your size 
... with similar problems... are 
saving with Recordak. May we 
show you what Recordak has 
done for them—what it can do 
for you? The coupon at the right 
will bring you full information. 


nk too Big... 
No too Small to 
rgave with 


Portland, Oregon 


THE FIRST NATIONAL BANK... 
with deposits of about $50,000, 
ooo...uses ten Recordaks to 
photograph all checks in its 
main office and branches. Sav- 
ings amount to several thousand 
dollars per year. 


& 


Ridgewood, New Jersey 


THE FIRST NATIONAL BANK... 
with approximately $5,000,000 
in deposits ...uses a Recordak 
to photograph all checks. Sav- 
ings amount to several hundred 
dollars per year. 


RECORDAK 


1. Creates an immediate 
saving...cutting operating 
costs as much as 40%. 


2. Requires no capital in- 
vestment, being rented at a 
moderate monthly charge. 


3. Gives an authentic pic- 
ture of the facts behind the 
figures ... guarding against 
tampering, extraction and 
substitution. 


4. Cuts down storage 
space... gives you valuable 
extra room. 


5. Protects your custom- 
ers against the inconven- 
ience caused by lost checks 
and statements ...and in so 
doing creates good-will 
for your bank. 


FREE FOLDERS GIVE YOU THE FACTS 


Six free folders will tell you how to achieve 
Recordak economies in your bank. They tell 
you how to cut your operating costs. Check 
the ones you want ...send for them today. 


RECORDAK CORPORATION, 
Subsidiary of Eastman Kodak Company, 
350 Madison Avenue, New York City 


Please send me the checked folders: 


Applications | Recordak 
and Economies Transit System 


Protection New Business 


CJ Recordak Single Small 
Posting Plan Bank Systems 


NAME 
BANK 


STREET AND CITY 


[t cal do it 
for your banks too! 
COR 
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to the creditor as collateral, the other 
containing, in addition, provisions giv- 
ing the creditor certain control over 
the insurance during the lifetime of the 
insured. The former merely gives the 
creditor a lien on the property, but he 
acquires thereby no right to make 
loans under the insurance or to sur- 
render the policy if the debtor defaults. 
To avoid any necessity for foreclosure 
proceedings it is well to include in such 
an assignment an agreement to the 
effect that the creditor may take merely 
the cash or loan value. 

It has become the policy of many 
creditors to have the policy transferred 
by means of an absolute assignment, 
with its purpose fully set forth in an 
agreement between the insured, the 
creditor and the beneficiary. This avoids 
the possibility of suits on the ground 
that the creditor has dealt with the in- 
surance in a manner not authorized by 
the parties, particularly in cases where 
death of the insured follows shortly on 


The Condition 
Of BANKING 


(CONTINUED FROM PAGE 7) 
reports fair activity in the manufacture 
of agricultural implements with some 
doubts as to futureresults of the drought. 

The building trades indicate no signs 
of recovery. The gain in Government- 
financed construction has failed to keep 
up with expectations while private con- 
struction contracts fell off as compared 
with April. The revival of the building 
industries has come to be so important 
in the recovery program that the Fed- 
eral Government is perfecting a plan to 
put its credit up to hundreds of millions 
of dollars back of a scheme for a nation- 
wide campaign for building repair and 
improvement expected to reach a cost 
of two billion dollars, with the Govern- 
ment acting as guarantor of part of the 
necessary credit. 

Financially the month has been char- 
acterized by increasing weakness of 
security prices, especially marked in 
stocks but extending also to bonds other 
than Governments. Between mid-April 
and mid-May fifty industrial stocks fell 
from an average of 98.9 to 85; twenty 
railway stocks from 51.3 to 42.3; twenty 
utilities from 75.1 to 64.8. In the same 
period twenty industrial bonds fell from 


an average of 83.1 to 82; twenty railway & 


bonds, from 89.2 to 85.4; and twenty 
utility bonds from 89.4 to 88.5. 


the surrender of the policy. The provi- 
sions of the notes should be careful in 
their definitions of the purpose of the 
collateral. 

Which form of assignment is prefer- 
able is a matter of debate. A collateral 
assignment involves notification to the 
insurance company of the complete 
nature of the contract between creditor 
and insured. An absolute assignment, 
on the other hand, with a separate as- 
signment defining its purpose, places the 
creditor in the position of absolute 
owner so far as its relations with the 
insurance company are concerned, lim- 
ited of course by the terms of the 
separate agreement between insured, 
creditor and beneficiary. 

The degree of control by creditors 
over policies during the life of the in- 
sured is a difficult one. On the one hand, 
the insured may fail to protect his in- 
surance and on the other it has been 
argued that the creditor should not be 
given the right to terminate the policy 


Reasons for these declines in security 
values are to be found among the 
reasons for the hesitancy in general busi- 
ness. The effect of the Securities Act 
and the prospective effect of the Stock 
Exchange Control Act are generally 
cited as explanation for the recession 
but there are indications that the cause 
lies deeper in the consciousness of the 
average business man and _ investor. 
There are abundant indications that 
whether or not the extraordinary plans 
and institutions for bringing recovery 
have really been a help or a hindrance 


Trophies of the ‘*Crack-Down’ 


t 


~ 


CARLISLE IN THE DES MOINES REGISTER 


and leave the creditor without protec- 
tion. It is probably well to limit the 
creditor’s control only to the time when 
the debt is in default but difficulties 
arise here in establishing default to the 
satisfaction of the insurance company. 

Disability benefits have also given 
rise to controversy. Some policies pro- 
vide that disability payments reduce 
the face amount of policies, while others 
specify that there may be no loan or 
cash values while disabilities are being 
paid. In such policies, unless the dis- 
ability benefits are included in the as- 
signment, the value of the policy as 
collateral may be jeopardized. 

Where policies are only part of the 
collateral, one court has ruled that the 
creditor must have first resort to other 
collateral. Other decisions are to the 
effect that when the debt of the insured 
has been paid out of the proceeds of 
insurance assigned as collateral, the 
beneficiary is entitled to be subrogated 
to other collateral held by the creditor. 


in the recovery program, the help, if any, 
has approached the vanishing point. 
What is left of the N.R.A. promises to 
be no stimulus to business activity, 
whatever it may accomplish in the way 
of reform. The anticipated stimulus of 
the P.W.A. and its three and a third 
billion dollar fund has been so slow in 
coming that most business men have 
given up the expectation of any great 
results. The failure of the A.A.A. to ac- 
complish any permanent betterment in 
the agricultural situation raises the 
question of its actual usefulness in spite 
of the pouring out of hundreds of mil- 
lions of dollars which undoubtedly has 
been the basis for much of what has 
been called the forward movement in 
the consumers’ goods trade. Fear of a 
recession in business as these expendi- 
tures of the Government for agricultural 
relief, for the C.W.A. and other relief 
organizations decrease, is holding back 
both industry and the investments 
which give industry its life. Private 
business, in short, has failed to pick up 
the unemployment burden as the Gov- 
ernment proposes to drop it, and uncer- 
tainty as to the future is the result. 
Prices based upon artificial support, 
either from the Government direct or 
through codes, regimentation of various 
sorts or other uncertain aids, show a 
tendency to sag once this artificial sup- 
port is withdrawn. The whole situation 
is recognized as too artificial to be safe. 
Security prices register a distrust in- 
evitable under such conditions. 
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A B A Committee Recommends 
Modern Protective Devices 


ASSOCIATION PROTECTIVE BULLETIN 


pss through dishonest and 
alone, in addition to 
insurance such as de- 

fire, public liability 

mmon to all types 

This huge 

e of secur- 


COhns clipping from the May 


issue of the A B A Protective Bulletin is worthy 
of your careful attention. For the six months 
ending Feb. 28th, the A B A Protective Committee 
reported 188 daylight hold-ups, 29 night burgla- 
ries, 30 casualties among bank employes, including 


3 killed. Banks lost $1,257,700 by armed violence. 


Shall banks continue to pay this tribute in lives 
and property to crime? Working together we can 


do much to prevent it. 


This company places at your disposal over 50 
years of specialized experience in building protec- 
tive equipment for banks. A York Engineer will 
gladly analyze your. needs and show you how your 


bank can be made impregnable to bandit attack. 


President 


YORK SAFE AND 


YORK, PENNSYLVANIA e 


holdup; they would also save them- 
selves from the unfavorable publicity 
that invariably results from such 
crimes, to say nothing of the expense 
and inconvenience of identifying and 
prosecuting the criminals. 
EFFECTIVE PREVENTION 
AVAILABLE 

Since the success of every bank 
holdup depends on the advantage of 
surprise attack gained by the bandits 
and their threat of violence, banks 
must anticipate such attacks by either 
providing a display of effective pre- 
ventive machinery with its deterrent 
value, or fortifying themselves to treat 
bandits to a counter-surprise. There 
have been available for a number of 
years several different types of devices 
which have been approved by the Un- 
derwriters’ Laboratories for the pre- 
vention of bank robbery. These are 
continually being improved and added 
to. But until the great majority of 
banks, and especially the smaller 
banks, are equipped to defeat bandit 
raids, bank robbery will continue to 
flourish. Among the preventive equip- 
ment tested and approved by the Un- 
derwriters’ Laboratories are bandit- 
resisting enclosures installed by seven 
different companies; two tear gas sys- 
tems; bullet-resisting glass of three 

anufacturers; two automatic silent 
or central station alarm systems; and 
five timelocking devices for daytime 
protection of surplus funds and securi- 


Lock CO. 


MANUFACTURERS AND BUILDERS OF THE WORLD’S GREATEST VAULTS 


POTTSVILLE 
ST. LOUIS 
SAN FRANCISCO 
NEW HAVEN 
HOUSTON 
CHICAGO 


NEW YORK 
BALTIMORE 
BOSTON 
PHILADELPHIA 
SEATTLE 


DETROIT 
CLEVELAND 
WASHINGTON 
LOS ANGELES 
PITTSBURGH 
MONTREAL 


HONOLULU 
PARIS 
HAVANA 
TOKYO 
SHANGHAI 


FIRE AND BURGLAR PROOF SAFES AND CHESTS 
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Legal Notes and Digest 


Federal Legislation 


NTERPRETATIONS and opin- 
ions given here are prepared for 
the JOURNAL by the Legal De- 
partment of the Association, un- 
der the direction of D. J. Need- 
ham, General Counsel. 


JOHNSON FOREIGN SECURITIES ACT 


RIMINAL liability attaches to any 
C person, firm, or private corpora- 
tion purchasing or selling obliga- 
tions issued after April 13, 1934, the 
date of the enactment, by (a) any for- 
eign government, (b) any political sub- 
division thereof, or (c) any organization 
acting for a foreign government or po- 
litical subdivision, if at the time of such 
purchase or sale the issuer is in default 
in the payment of its obligations “or 
any part thereof” to the United States 
Government. It is also made criminal to 
make a loan to such “defaulter”’ except 
a renewal or adjustment of existing in- 
debtedness. 

On May 5, 1934, Attorney General 
Cummings issued an extensive inter- 
pretation of the Act, the most significant 
rulings of which were that foreign gov- 
ernments which had at that time made 
token payments were not in default and 
that the act did not include “foreign 
currency, postal money orders, drafts, 
checks and other ordinary aids to bank- 
ing and commercial transactions, which 
are ‘obligations’ in a broad sense but 
not in the sense intended. It was ob- 
viously not the purpose of the Congress 
to discontinue all commercial relations 
with the defaulting countries.” The 
question of future token payments was 
not determined by this ruling. 


REVENUE ACT OF 1934 
(INCOME TAX) 


The income tax provisions of the new 
Revenue Act become effective as to 
taxable years ending after December 31, 
1934. §1. 


1. DEDUCTION OF INTEREST ON DEPOSITS 


Under §§23 (b) and 24 (a) (5) of the 
Revenue Act banks are still permitted 
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to deduct interest paid on deposits al- 
though such deposits are used to pur- 
chase tax exempt securities. 


2. PUBLICITY 


With each income tax return a sepa- 
rate statement shall be filed stating 
“‘(1) name and address, (2) total gross 
income, (3) total deductions, (4) net in- 
come, (5) total credits against net in- 
come for purposes of normal tax and 
(6) tax payable.” Such separate state- 
ment is made subject to “ public exami- 
nation and inspection.” §55. 


3. EXEMPTIONS 


Mutual savings banks and domestic 
building and loan associations are 
exempt from the income tax under the 
same phraseology as the prior law. $101 
(2) and (4). 


4. IMPROPERLY ACCUMULATED SURPLUS 


A surtax of 25 per cent of the adjusted 
net income not in excess of $100,000, 
plus 35 per cent of excess amounts, is 
imposed on “corporations improperly 
accumulating surplus.” §102. 


5. DEDUCTION OF LOSSES ON 
CAPITAL ASSETS 


“Losses from sales or exchanges of 
capital assets shall be allowed only to 
the extent of $2,000 plus the gains from 
such sales or exchanges. If a bank or 
trust company incorporated under the 


laws of the United States or of any 
State or Territory, a substantial part of 
whose business is the receipt of deposits, 
sells any bond, debenture, note, or cer- 
tificate or other evidence of indebted- 
ness issued by any corporation (in- 
cluding one issued by a@ government or 
political subdivision thereof), with inter- 
est coupons or in registered form, any loss 
resulting from such sale (except such 
portion of the loss as does not exceed the 
amount, if any, by which the adjusted 
basis of such instrument exceeds the par 
or face value thereof) shall not be subject 
to the foregoing limitation and shall not 
be included in determining the applica- 
bility of such limitation to other losses.’ 
$117 (d). 

The first italicized clause indicates 
that a trust company not doing a bank- 
ing business cannot take advantage of 
the provision authorizing banks and 
trust companies generally to deduct 
losses on capital assets without regard 
to corresponding gains. 

The term “government” evidently 
includes a state government. 

A nonregistered security without in- 
terest coupons would not be included. 

The parenthetical expression should 
be read in connection with §113 (a), 
which provides that in general “the 
basis of property shall be the cost of 
such property.” It then means that if a 
security is bought at a premium bya 
bank or trust company, the loss to the 
extent of such premium cannot in gen- 
eral be deducted except against a cor- 
responding gain. 


6. CONSOLIDATED RETURNS 


Railroad corporations alone may file 
consolidated income tax returns. §141. 


7. RETURNS BY BANKS UPON DEALINGS 
FOR CUSTOMERS 


The former Revenue Act providing 
that a “broker” shall, when required by 
the Commissioner of Internal Revenue, 
make returns as to dealings for custom- 
ers has been construed by the taxing 
authorities as including a bank, which 
merely transmits orders to brokers. 
§149 of the (CONTINUED ON PAGE 46) 
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NEW PROFITS 


FROM OLD CUSTOMERS 
THRU FIELD WAREHOUSING 


Here is a simple method of constructive lending 


that offers increased profits, safety, and eligibility 
as well as greater assistance to recovering industry. 


LOOK AT THE BALANCE SHEETS of your borrowing 
manufacturers and producers and calculate 
roughly, from what you know of each, just what 
you would be willing to lend against his inven- 
tory item alone if you could segregate it abso- 
lutely and have title to it conveyed to your 
bank—rendering it safe from the claims of his 
other creditors. 

Field warehousing does better than that. It 
takes custody of the merchandise right where 
the borrower has always kept it; where it can 
be skillfully handled and processed or marketed 
when released by the holder of the warehouse 
receipt, either partially or as a whole. 


INCREASE PROFITS WITH SAFETY 

Here is an opportunity not only to send many 
of your customers on the way to recovery, but 
to increase your own profits while enhancing 
your position in the matter of both safety and 
rediscountability. 

A PROVEN SYSTEM—A SEASONED PERSONNEL 
The Lawrence System of Field Warehousing 


has a generation of unblemished experience in 
back of it. The executives, without exception, 
have been largely reared in this specialized 
branch of warehousing and have all been with 
this organization from 10 to 20 years. 
FIELD WAREHOUSING LOW IN COST 

The cost of field warehousing to your cus- 
tomer is surprisingly low and is never a serious 
consideration in connection with a substantial 
credit. 

FREE BANK CONSULTATION SERVICE 

Many of the balance sheets of your produc- 
ing and manufacturing accounts will show in- 
ventory items representing from 50% to 80% 
of the total current assets. And if there are any 
accounts among these whose advances might 
be profitably increased, with protection to your 
bank assured, get in touch with our nearest 
branch office by mail, wire or telephone. It 
costs nothing to find out if and how it can 
be done. 


Copies of the pamphlet,"‘Warehouse Receipts as Collateral,” are 
obtainable free, postage paid, from any of our offices, on request. 


JAWRENCE 
SYSTEM 


FIELD WAREHOUSING 


MEMBER: AMERICAN WAREHOUSEMEN'S ASSOCIATION—SINCE 1916 


JAWRENCE WAREHOUSE (OMPANY 


A. T. GIBSON, PRESIDENT 
EXECUTIVE OFFICES: SAN FRANCISCO 


NEW YORK 
52 Wall Street 


PORTLAND 
U. S. National Bank Bldg. 


CHICAGO 
One North LaSalle 


HOUSTON 
Second National Bank Bidg. 


BUFFALO 
Liberty Bank Bidg. 


LOS ANGELES 
W. P. Story Bidg. 


HONOLULU, T. H. 


SAN FRANCISCO 
37 Drumm St. 


DALLAS 
Santa Fe Bidg. 


“CERTIFIED” ON CHECKS . .“LAWRENCE” ON WAREHOUSE RECEIPTS 


Dillingham Transportation Bldg. 


| 
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new Act repeats the phraseology of the 
old without change. 


8. REVOCABLE TRUST—TAXATION 
TO GRANTOR 


Under the prior law a creator of a 
trust could escape taxation on income 
from the trust property by making such 
trust irrevocable from year to year. 
Under the present law the income is 
taxable to the creator if he can revoke 
the trust “at any time.” §166. 


REVENUE ACT OF 1934 
(MISCELLANEOUS) 


REVOCABLE TRUST 


The provision of §302 (d) of the 
Revenue Act of 1926, including in the 
estate of a decedent the amount of a 
revocable trust created by him, was 
clarified by the express inclusion of a 
trust revocable only after the expiration 
of a period of time. The new law ex- 
cludes the value of the interest which 
because of the requirement of the lapse 
of time is irrevocably beyond the con- 
trol of the decedent at the time of his 
death. For example, if a year’s notice 
was required and had not been given by 
the decedent, the value of such year’s 
interest would not be included in the 
estate of the decedent. §401. 

The statutory presumption that the 
grantor’s relinquishment of the power 
to revoke a trust within two years be- 
fore his death was in contemplation of 
such death is in terms made prima facie 
and not conclusive. §401. 


POSTAL RATES 


The increase on postal rates for first- 
class mail from two to three cents termi- 
nates July 1, 1935, instead of July 1, 
1934. The limited statutory power of 
the President to modify postal rates 
terminates June 30, 1935, instead of 
June 30, 1934. §515. 


CHECK TAX 


The check tax expires January 1, in- 
stead of July 1, 1935. §606. 


CAPITAL STOCK TAX 


The capital stock tax of $1 per $1,000 
imposed by §215 of the National In- 
dustrial Recovery Act is terminated 
with the tax payable for the year ending 
June 30, 1933. An independent Capital 
Stock Tax Law is enacted beginning 
with the year ending June 30, 1934, 
which is substantially the same as the 
former law. In the first return filed un- 
der this new law, the corporation shall 
declare the value of its capital stock. 
Under the former law, in each annual 
adjustment of the amount of the capital 


stock, among other items the “earnings 
and profits’”’ were added and the “defi- 
cits, whether operating or nonoper- 
ating,’ were deducted. 

The Senate bill substituted in general 
net taxable incomes and the deficits as 
they would be ascertained on income 
tax returns. The conference committee 
apparently attempted a compromise 
with the result attributable to too many 
cooks. A clarifying statute or regulation 
seems desirable. §§701, 703. 


EXCESS PROFITS TAX 


The Act in substance continues the 
excess profits tax imposed by §216 of 
the National Industrial Recovery Act. 
The Conference Report states: 

“The primary purpose of this tax is 
to induce corporations automatically to 
declare a fair value for their corporate 
stock for capital stock purposes. The 
rate is 5 percent on the portion of the 
net income (computed as for income-tax 
purposes) in excess of 1214 per cent of 
the adjusted declared value of the stock 
of the corporation as of the close of the 
preceding income-tax taxable year.” 
§$§702, 703. 


SAFE DEPOSIT RENTAL 


The 10 per cent tax on safe deposit 
rentals is not affected by the new Reve- 
nue Act. It continues indefinitely. §741 
of the Revenue Act of 1932. 


NATIONAL BANKS—PLEDGE FOR 
BANKRUPT FUNDS 


—— bank may have au- 
thority to pledge Government 
bonds or notes for deposits of bank- 
ruptcy funds under Section 1126 of the 
Federal Revenue Act of 1926. This sec- 
tion provides that whenever a Federal 
statute requires a bond with sureties— 
and Section 61 of the Bankruptcy Act 
requires such a bond—the obligor may 
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substitute a pledge of Government 
bonds and notes. 


WHAT IS A “SAVINGS DEPOSIT?”’ 


Federal Reserve members, who have 


- been in considerable doubt as to what 


constitutes a “savings deposit,”’ under 
Regulation Q of the Federal Reserve 
Board, which limits the term to “‘a de- 
posit which consists of funds accumu- 
lated for bona fide thrift purposes,” will 
be aided by the further statement of 
the Board in this connection, according 
to which, 

1. No “general rule can be pre- 
scribed,” and no one consideration is 
conclusive, but each case must be de- 
termined on its own facts. 

2. In general, if the circumstances 
raise a question as to the particular de- 
posit, ‘‘the bank must be prepared to 
show clearly” that it is a “savings 
deposit.” 

3. If a member bank is doubtful as to 
whether an evasion of the prohibition of 
the payment of interest on demand ac- 
counts or that of the payment of a time 
deposit before maturity is involved, 
such doubt must be removed by diligent 
inquiry before it can classify the ac- 
count as “savings.” 

4. Presumptively, properly classified 
as “savings deposits” are funds “ which 
are or have been accumulated” (a) in 
“relatively small amounts*** by per- 
sons of limited financial means” or (b) to 
“provide for old age or for contingencies 
which may not be foreseen, such as sick- 
ness or accident,” or (c) to “ provide for 
anticipated expenditures such as, for 
example, the purchase of homes, fur- 
nishings, etc., and Christmas or vaca- 
tion expenses, as well as for anticipated 
obligations falling due within a reason- 
able time, such as tax liabilities or in- 
surance premiums.” 

The above enumeration is not in- 
tended to exclude other classes of de- 
posits. 

5. Deposits by one bank with another 
are not included. 

6. “In most cases, probably” de- 
posits of corporations are not included. 
Temporarily idle funds of a “business 
enterprise,” such as “surplus” or “re- 
serve” funds, are not ordinarily in- 
cluded. The nature of the business may 
be important in connection with an 
individual or firm engaged in business. 

7. The amount of the deposit may be 
a consideration. 

8. It will “not be practicable for the 
Federal Reserve Board” to determine 
individual cases as they arise upon the 
offer of savings deposits to member 
banks. The “best judgment” of the 
banks is called for. 
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S/MPLER .. FASTER .. vxcause 11 


ELIMINATES NEEDLESS MOTIONS 


Burroughs prints ciphers automatically. 
Thus, almost one-third of the work is 
done without touching a key. 


SEVERAL KEYS AT ONCE 


You touch 4.67 on a Burroughs with one 
stroke—not three. You touch 5,870.00 
with one stroke—not six! 


FASTER SUBTRACTION 


To subtract, merely touch the subtract 
Try this new Burroughs. You will like its speed . . . its simplicity . . . its ease of bar. To add, touch the adding bar. Each 
operation is fast and simple. 


operation. Watch it handle almost one-third of the average work automatically 
. . . see how much easier and faster you can list and add amounts when you 
take advantage of the short cuts offered by the full visible keyboard. Remember, 
too, these important features are offered in more than 90 different Burroughs 


models. There is a size and style for your particular needs—at a price surpris- 
QUICKER TOTALS 


BURROUGHS ADDING MACHINE COMPANY To take a total, touch the total key. This 


single motion—not two or three—operates 


DETROIT, MICHIGAN the machine and prints the total. 


ingly low. Send for descriptive folder. 


‘ADD + SUBTRACT » MULTIPLY 


ACCOUNTING AND CALCULATING MACHINES e TYPEWRITERS e CASH REGISTERS e POSTURE CHAIRS e SUPPLIES 
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Forgery Prevention Clinic 


HEN any member of the newly- 
organized Forgery Prevention 


Clinic in Cleveland desires to’ 


know the whereabouts of an elusive per- 
son, the “clearinghouse” idea of finance 
is put to another effective use in society. 

It is true that in most cities there is 
cooperation between the credit and 
trade protective associations and the 
police departments. When necessary, 
such cooperation has been extended on 
a regional and even national basis. No 
effort has hitherto been made to follow 
up in an organized way the activities of 
those placed on probation or allowed to 
make restitution and subsequently re- 
leased. In this new way the habitual 
criminal is kept under scrutiny and his 
peculiarities studied so that a repetition 
of his offense furnishes the clues that 
lead to his detection. Likewise, the mat- 
ter is brought to the attention of more 
than the victim, so that all members 
being forewarned the number of poten- 
tial losses is reduced. 

In the past, victims were usually 
unaware of other cases or offenses by 
the same perpetrator. Now the piling 
up of multiple cases usually results in 
convictions and much more adequate 
punishment. 

Forgeries are never perfect. There 
are always slight imperfections which 
experts can detect. However, they are 
often good enough to deceive even the 
one whose name has been forged. Quite 
frequently a person whose name has 
been used to advantage by a profes- 
sional penman will be convinced that 
the signature is really his although he 
is not at all disposed to stand the loss 
incurred. 

The forger, like the passer of counter- 
feit money, preys upon the small store- 
keeper. He seldom writes personal 
checks payable to the merchant. Ordi- 
narily the check passer enters the store 
and buys about $3 worth of merchan- 
dise. In payment, he offers a check for 


48 


$15 or $20, which he endorses. When 
the check is returned from the bank, the 
chagrined shopkeeper betakes himself 
to the address which was given with the 
endorsement, only to find it a vacant lot. 

A form of forgery which is particu- 
larly successful in most communities is 
the printing of payroll checks bearing 
the names of well known local concerns. 
One can readily imagine how even a 
bank teller might be fooled if presented 
with such a check on the first or fif- 
teenth of the month and for an amount 
likely to be paid a worker in one of these 
plants. 


IN CLEVELAND 


THE Cleveland organization is prob- 
ably the only all-inclusive and the most 
active local body of its kind. 

The clinic was suggested by Stanley 
Carruthers, head of the safety depart- 
ment of the Cleveland Trust Company. 
His job is to pursue check passers and 
forgers, and in the course of his career 
of 20 years or more he has built up 
quite a file of thousands of signatures, 
over 500 photographs of known check 
passers and other pertinent data, which 
enable him to recognize the newest 
forged check as the work of this or that 
professional penman. 

Having collected several neat vol- 
umes of this material, Carruthers de- 
cided that he ought not limit the useful- 
ness of the information, especially if 
there was a chance to trade it with 
others for facts that he did not yet have. 

He brought together the police chiefs 
of Cleveland and its suburbs, the local 
credit, protective and collection agen- 
cies, the bonding companies, railroad 
police, hotel associations and any others 
who might have an interest in the com- 
mon problem. 

Sixty representatives of these organ- 
izations met and enthusiastically or- 
ganized the Forgery Prevention Clinic, 
agreeing to meet twice a month and dis- 


cuss their problems. One man’s diffi- 
culty is usually found to have been 
solved by another at some earlier time. 
Between meetings and at all times the 
members of the clinic pledge coopera- 
tion in trading information in their 
possession which might be desired by 
any other- member of the clinic. Ampli- 
fying the usual method heretofore em- 
ployed of posting notices and warnings 
largely through police departments, the 
clinic serves in addition as a clearing- 
house. 

It is no uncommon thing for a mem- 
ber of the clinic, on the trail of some 
person whose information is needed to 
settle an estate, to receive four or five 
telephone calls leading to his where- 
abouts. An inquiry by one member 
usually results in such quick action as 
follows a short wave police radio call. 

In all fairness it should be said that 
sometimes the data sought by a mem- 
ber of the clinic merely concerns a 
respectable but missing person, wanted 
for information of one kind or another— 
for example, in connection with the set- 
tlement of an estate. 

But the clinic naturally is most con- 
cerned with evil doers. Its greatest vol- 
ume of inquiries is about bad check 
artists, deadbeats and other enemies of 
society. 

When a member finds a check raiser 
at work, he immediately compares the 
check with the clinic’s collection. If he is 
reasonably sure it is the work of some- 
one whose picture and characteristics 
are already in the rogues’ gallery, he is 
able to furnish the membership of the 
clinic, which includes the police depart- 
ment’s roundabout, with a good de- 
scription. 

Mr. Carruthers, O. J. Anderson, man- 
ager of the protection department of 
the Cleveland Retail Merchants Asso- 
ciation, and Inspector Sweeney, of the 
Cleveland police department, each has 
a collection of identification material. 


By I. I. SPERLING 


Assistant vice-president of 
the Cleveland Trust Company 


Each file is complete for the depart-., 
ment intended, and the information of 
each is freely interchanged. Each bureau 
is supplied with copies of forgeries or 
check frauds brought to the attention 
of any one of the members of the clinic. 
Should a check be returned by the 
Cleveland Trust Company marked 
“forgery”? or “no account,” photo- 
static copies are furnished the Inspector 
and Mr. Anderson, for comparison, to 
make the clinic as far-reaching as pos- 
sible. 

Incidentally, there are no member- 
ship dues, any cost of notices being 
divided among the members. Included 
in discussions at the luncheon meetings 
of the clinic are examinations of checks 
or papers on which anyone may have 
suffered a loss. 


MEMBERSHIP 


IN addition to the banks, a partial 
list of the membership of the clinic at 
this writing, is as follows: Cleveland Re- 
tail Merchants Association, surety com- 
panies, hotels, Ohio Druggists Associa- 
tion, American Express and Railroad 
Express Co., Western Union Telegraph 
Co., Cleveland and suburban police de- 
partments, chiefs of police of all rail- 
roads entering Cleveland, United States 
secret service, United States postal in- 
spectors, Burns Detective Agency and 
department stores. The membership 
also includes a handwriting expert. 
Copies of checks are made for the 
three clinic collections mentioned above 
by the Cleveland Trust Company or the 
Cleveland Retail Merchants Associa- 
tion. All warnings are sent out through 
the Retail Merchants. Association by 
telephone or messenger. The local retail 
credit bureau is in a better position to 
broadcast warnings to banks, stores and 
members than any central bureau. in the 
city, and with the cooperation of the 
police department, as we have in Cleve- 


land, no better tieup could be made. 

Should a member become a victim of 
a check worker, he calls the retail bu- 
reau, and in 15 minutes all members are 
warned, and a description of the check 
and worker are given. 

Large frames of bogus printed checks 
of gangs of criminals are on display at 
the retail bureau, and additional frames 
are made from time to time as the 
checks are assembled and the offenders 
identified. The handwriting books on 
file also contain pictures of known 
‘“‘passers”’ and forgers which are used 
for identification. 

Responsible agencies in other cities 
have been invited by the clinic to form 
similar organizations and to exchange 
information and samples for compari- 
son. 

The clinic has received many letters 
from various cities asking for further 
information as to details of organizing 
similar clinics. These letters have come 
from bank clearinghouses, surety bond 
organizations, protective device manu- 
facturers and others. Sponsorship in a 
local community by one or more banks 
is a good will builder among merchants 
and other handlers of money, in addi- 
tion to helping keep the bank’s own 
staff on the alert. In addition, fighting 
the forger’s racket, is good citizenship. 
It is an excellent idea to be duplicated 
through local clearinghouse groups or 
state and regional banking associations. 

While the clinic cannot and would 
not claim too much credit, its work has 
undoubtedly had much to do with the 
spreading of word throughout the un- 
derworld that Cleveland is a “tough” 
town. The city has long been known as 
a bad town for professional check pass- 
ers and similar racketeers and the clinic 
has made Cleveland an even more un- 
healthy place for them to ply their 
trade. Not the least benefit is the saving 
of thousands of dollars to Cleveland 
merchants, banks and others. 


‘ep Mrs, 
Lie 
a 
bp 
. \ 
\ 
44 


By LESTER GIBSON 


The author is on the staff 
of the American Banker 


ANGELL 


Bank Relations 
With the Press 


UCH has been said and written 
lately about better public rela- 
tions for banks. Undoubtedly 

some progress has been made in that 
direction, as extended bank statements 
and reports to shareholders will testify. 
In addition, there has been a certain 
amount of improvement in bank ad- 
vertising, plus a movement toward 
training employees for better contacts 
with the public. 

But there remains another phase of 
the public relations problem just as 
important but about which very little, 
if anything, has been done. It lies in the 
field of the newspaper column, through 
which the banker expresses himself and 
his institution in his contacts with 
working newspapermen. 

A few weeks ago the financial editor 
of a large metropolitan daily, rising to 
address a banking group in New York, 
remarked by way of a conventional 
after-dinner-speech apology that he ex- 
pected that, when he had finished, his 
audience would have gained as much 
information from him as a newspaper- 
man does from an interview with a 
banker. And that represents the ex- 
perience-born viewpoint of the average 
reporter and editor. 

It requires no extraordinary feat of 
memory to recall the many ostrich-like 
performances of bankers beginning with 
1929 and continuing down through the 
dark ages of 1932 and 1933, in which the 
press was treated as a form of con- 
tagion. Instances galore could be cited. 
Suffice it to say that apparently the 
situation has not improved. 

For a time there was a promise of 
better things. Bank advertising and 
publicity men held a convention in 


September with better public relations 
as its theme. Intimations weré heard of 
a new deal for the press. Three years of 
taking it on the chin had persuaded 
bankers that they had a public relations 
job to do, it was said. But if any change 
has been worked by the discussions of 
that forum it has not been evident. 
The newspaperman is still a fairly 


‘unwelcome guest in a bank. The as- 


sumption persists that to talk with him 
is to get yourself misquoted and your 
bank misunderstood. This applies, of 


‘ course, to when the reporter is seeking 


information. There are times, however, 


‘when the bank wants to spread a little 


propaganda. On such occasions the 
leather chairs, and sometimes even 
cigars, are offered the press. But the 
contrast does not go unnoticed. 

The fact of the matter is that a con- 
fidence is often safer with a newspaper 
reporter, whose business it is to respect 
confidences, than with the average 
person. Rumors about banks seldom 
begin in the press. 

Perhaps one of the best illustrations 
of the right method in this field of ac- 
tivity is that of a banker in a moderate 
sized western Pennsylvania city who 
proceeds upon the theory that once the 
papers get wind of something going on 
that will make news they will surely 
ferret it out. Instead of leaving them to 
get their information from prejudiced 
or uninformed sources he tells them the 
facts. If the information is of such a 
nature that it cannot be published it is 
given “off the record.” If he can give it 
for publication, that is, ‘‘on the record,” 
he does. 

“Off the record” means for the re- 
porters’ own information but not for 
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President Roosevelt, in his 
dealings with newspaper- 
men, has made constant 
and successful use of the 
‘*off-the-record”’ policy, 
whereby information is 
given confidentially for 
background purposes only 


publication. Often, however, it is lib- 
eralized to the extent of being given for 
publication provided the source is not 
revealed. 

Refuse them the facts and reporters 
can usually get a good story from those 
interested in the other side of the ques- 
tion. 

This Pennsylvania banker says his 
plan works admirably. The newshawks 
in his community are fully and cor- 
rectly informed and their stories are 
correspondingly accurate and _intel- 
ligent. Equally important to him, they 
have learned to trust him and to accept 
what he tells them as the truth. And 
when they get a bank story assignment 
they go straight to him. When they 
ask for information that cannot properly 
be given he doesn’t have to dodge the 
questions. He simply states that he 
cannot answer them. Incidentally, he 
says his confidence has never been 
broken. 

Another good example of a construc- 
tive relationship built up between banks 
and press is in Newark, N. J., the coun- 
try’s eighteenth largest city, where a 
community plan has been evolved. 
The clearinghouse association has a 
spokesman, an officer in one of the 
banks. Of course, this does not prevent 
the newspapermen from going into 
individual banks; but so far as banking 
news affecting the community is con- 
cerned, three years of straight dealing 
under this plan have made the spokes- 
man’s office the chief source of such 
news. 

Practices may differ with locality 
but the essentials of good public rela- 
tions with the press are simple. 

There ought to be one man in every 


bank to whom reporters can go for in- 
formation. A fifth vice-president, ad- 
vertising manager or press agent won’t 
do. They have to ask permission of 
superiors to speak. The spokesman 
should be a real top officer who knows 
what is going on in the bank. He should 
have authority and he should speak with 
authority. 

Every question should be met fairly 
and squarely. There has been too gen- 
erous employment of the run-around. 
Better have a deaf-mute for spokesman 
than a smart-Alec. If the information 
sought can be given for publication, it 
should be. If it cannot be given for 
publication it ought to be given for 
background if at all possible. And if it 
cannot properly be given at all, that 
should be stated, not dodged. 

One of the finest examples of this 
attitude was the handling of the press 
by the New York banking department 
after the close of the Bank of United 
States in New York. Every day for 
weeks the superintendent of banks held 
press conferences at which he gave an 
astonishing amount of information, but 
always for background and not quota- 
tion. The department was never quoted, 
but the stories that appeared were much 
more reliable than they would have 
been otherwise. 

The Federal Reserve Bank of New 
York has a press conference every 
afternoon at which it is a standing rule 
that neither the bank nor its officers 
may be quoted. While the conference is 
not noted for the amount of informa- 
tion it yields, it is another good example 
of how safely the press may be dealt 
with. Many articles on the financial 
pages are benefited by this daily meet- 


KEYSTONE 


ing, but the bank is never mentioned. 

After all, getting the news is simply 
a newspaperman’s way of earning his 
bread and butter. His job is as impor- 
tant to him as the banker’s is to the 
banker. Because of his training he is 
quite impersonal. But to keep his job 
he must get the news. All that he asks 
is to be treated civilly and truthfully. 

Treat him considerately and help- 
fully and he will unconsciously be with 
you. The time inevitably comes when 
a bank wishes for the trust and good 
will of the press. 

True, in many places an understand- 
ing does exist between the banker and 
the newspaper. But too often it is in the 
nature of an understanding between 
the banker and the publisher. When the 
real need for publicity comes no one 
knows whom or what to believe. 

In the final analysis, newspapers 
exist whether we like them or not, and 
they have to be reckoned with. The 
wonder is that bankers make so little 
intelligent use of them. The error in the 
bank viewpoint is that while banks 
hold the public’s funds they remain 
private institutions about which noth- 
ing should or need be told. 

There is little excuse for the garbled 
bank story. Practically every embar- 
rassing situation can be successfully 
met with a disposition and courage to 
tell the truth. Official statements need 
not always be made. But facts sought 
should be given. If they are, they will 
be used with discretion and _intelli- 
gence. 

The building up of a better relation- 
ship with the press is a gradual process. 
Its sole foundation is mutual confidence. 
It doesn’t take long to build. 
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Events and Information 


Partner and 
Competitor 


E unusual circumstances now 
apparent in the relationship of 
Government and banking make it 

rather appropriate that two large na- 
tional conventions of bankers should be 
held this year in Washington. 

The Federal Treasury is now the 
world’s greatest banking organization. 
At the same time, it occupies the un- 
usual position of being, on the one 
hand, a partner in and lender to thou- 
sands of private banks; on the other, it 
is their most active competitor and 
has acted to restrict to a considerable 
degree normal banking relations. 

Changes which this readjustment has 
brought, and doubtless will continue to 
bring, give rise to many perplexities and 
problems which can aptly be discussed 
on the scene of action, so to speak; 
hence the gathering of the American 
Institute of Banking at the capital, 
June 11-14, and the Sixtieth Annual 
Convention of the American Bankers 
Association, October 22-25, offer oppor- 


Improved public relations, the Bankers 
Code, international affairs, deposit 
insurance, the matter of bank exam- 
inations, the future of unit banking— 
these are some of the important topics 
that await consideration. 

The program of the Institute of 
Banking has been completed. It in- 
cludes a series of departmental and 
Institute conferences, in addition to 
the general convention sessions, which 
will be held in the National Theatre. 
The conferences will discuss audits and 
accounting; bank administration; busi- 
ness development and advertising; cred- 
its and deposit functions. 


Washington Union Station 


tunities for first-hand study of trends 


and ideas. 

Regardless of whether the Govern- 
ment is looked upon as partner or com- 
petitor the important fact is that the 
aims of both Government and banking 
are identical—namely to bring about a 
period of healthy, normal growth in 
America. It is a reasonable thought 
that men who agree on objectives can 
also agree on methods. 

While the program of the Association 
Convention is still in the first stages of 
preparation, bankers may be assured 
that it will concentrate upon practical 
matters of national and professional 
importance, and bring to the platform 
speakers of outstanding reputation and 
knowledge. 

Between now and the date of the 
convention, new legislation that will 
affect banking and business may be 
enacted, presenting new problems for 
the consideration of bankers. Ways and 
means of increasing bank income will 
be an important topic for discussion. 
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Representative McLeod (above) hand- 

ing to Representative Prall of the House 

Banking and Currency Committee a 

roll of petitions favoring the former’s 
deposit pay-off bill 


An important feature of the conven- 
tion will be the National Public Speak- 
ing Contest for the A. P. Giannini 
Educational Endowment prizes, the 
winner of which will receive $500, with 
second and third and fourth awards of 
$300, $200 and $100 respectively. 
The subject designated by the commit- 
tee is “Constructive Customer Rela- 
tions’’; in the selection of candidates 
the country was divided into nine dis- 
tricts, from each of which a contestant 
was selected after elimination contests 
in which all local chapters participated. 
Speeches are limited to six minutes 


each, to be followed by a three-minute 


AERIAL EXPLORATIONS, INC. 


extemporaneous address on a subject 
assigned at each meeting by the chair- 
man, Maurice Allendoerfer, of the 
Federal Reserve Bank, Kansas City, 
Missouri. 

On the evening of June 12, there will 
take place the National Convention 
debate, on the question: “ RESOLVED, 
That the City Manager Plan of Govern- 
ment Should be Adopted by All Ameri- 
can Municipalities of over 50,000 
Population.” 

The speaker at the final general ses- 
sion in the National Theatre will be O. 
Howard Wolfe, cashier of the Philadel- 
phia National Bank, noted for his grasp 
of bank management problems. This 
address will be followed by the presen- 
tation of the bowling trophy; a report 
from the judges on the publicity ex- 
hibit; the presentation of the debate cup 
and the election of officers for the 
coming year. 
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KEYSTONE 


KEYSTONE 


Above, Representative Steagall, Sena- 

tor Fletcher and Representative Golds- 

borough. Below, Jesse H. Jones. In 

connection with events of the past 

year affecting banking, certain names 
stand out from the crowd 


INTERNATIONAL 


ANNIVERSARY 
ARITHMETIG 


1 

The First Wisconsin National 
Bank was founded May 2, 
oo 1853. Today this bank is 
the largest in Wisconsin, an outstanding com- 
mercial bank with an 8l-year record of depend- 
able service throughout all the ups and downs 
of an errant business cycle. More than 80 per 


cent of all the banks in Wisconsin are First 


Wisconsin correspondents. 


FIRST WISCONSIN 
NATIONAL BANK 


OF MILWAUKEE 


— 


Unit of Wisconsin 
al ANRSMATES Croup 
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— need for recodifying banking 
laws was stressed by Francis M. 
Law, president of the American Bankers 
Association, in a recent address before 
the Forum of Finance and Economics of 
the School of Business and Civic Ad- 
ministration, College of the City of 
New York. 

An able, non-partisan commission 
might well be appointed, Mr. Law said, 
to make a complete study and survey of 
the entire banking structure with a 


Recodification 


view to obviating the difficulties inher- 
ent in a situation where there is one law 
for national banks and 48 additional 
state laws governing state-chartered 
institutions. 

Recodification, Mr. Law stated, was 
one of three factors which would help 
give America the best banking structure 
in the world—based on the happiness 
and welfare of all the people. 

The most important requisite of good 
banking, he asserted, was good manage- 
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the world. 
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SALMON P. CHASE 
Secretary of the Treasury—1861-1864 


’ ‘HE CHASE is a commercial bank 
offering every practical facility and 


convenience known to modern banking. 


The Bank’s background of long experi- 
ence and service and the advantages of 
its international facilities have attracted 
the accounts of banks, bankers, business 


houses and individuals from all parts of 


THE 
CHASE NATIONAL BANK 
of the City of Niew York 
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ment. For many years the American 
Bankers Association has been active in 
this respect, affording facilities whereby 
young men and women can be qualified 
to conduct the business properly. This 
education comprises not only banking 
practices and policies but the highest 
ideals and standards of business ethics. 
Thousands are being graduated each 
year from the various Chapters of the 
American Institute of Banking, with 
the benefit of this broad training, and 
a proposal for establishing a central 
school for advanced work is now receiv- 
ing consideration. 

Furthermore, the public should have 
a better understanding of banking. 
There are 55,000,000 bank accounts in 
the country and customers should make 
it their business to know something of 
the management of their banks. 


A BETTER SENTIMENT 


MR. LAW told of the notable progress 
which has been made in overcoming de- 
pression conditions, and in improving 
and strengthening the banking struc- 
ture. At the recent Spring Meeting of 
the Association, he said, there was re- 
vealed a unanimous sentiment that sub- 
stantial gains had been recorded and 
that a return to sound and durable 
prosperity was assured if efforts to re- 
store normalcy were conducted along 
safe, sound lines. Recovery would not 
be an overnight matter; mistakes must 
occur, but men and women were again 
displaying courage and determination 
in attacking their problems and that in 
itself was an important factor. 


That Emergency Equipment 


VE THEY WOULD TAKE 
OFF THESE LIFE 
PRESERVERS Y 


BROWN IN THE NEW YORK HERALD TRIBUNE 
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ANKS in various sections of the 
country have initiated or aided 
home modernization and construction 
programs, with the result that several 
communities have already made sub- 
stantial progress along the lines of 
President Roosevelt’s housing plan. 

An instance of this form of public 
service is the “Renovize Portland” 
campaign sponsored and underwritten 
by the First National Bank of Portland, 
Oregon. The plan, conceived by E. B. 
MacNaughton, president of the bank, 
has been successful and has aroused 
wide local enthusiasm. 

As the first step, a committee selected 
a dilapidated, unoccupied house which 
was moved to the old post office lawn in 
the heart of the city. Then, with the as- 
sistance of the Oregon Chapter of the 
American Institute of Architects, and 
the Portland Builders’ Exchange, the 
building was remodelled and modern- 
ized while the public watched. When the 
carpenters and plumbers had finished, 
Portland stores provided complete fur- 


Frank C. Walker, chairman of Mr. 
Roosevelt’s National Emergency Coun- 
cil as he appeared before the Senate 
Banking and Currency Committee, 
testifying in favor of early action on 
the Administration’s housing bill 


Home Renovation 


nishings and the people were invited to 
inspect renovation exhibit “A”. The 
home eventually will be sold at auction, 
the proceeds being divided between the 
Portland Art Museum and a charity. 
The campaign, accompanied by ex- 
tensive newspaper publicity in which 
the bank shared, has stimulated build- 
ing and the house furnishings business. 
As for the First National Bank, Mr. 


MacNaughton, who several months ago 
inspired a “Bring Back Better Times” 
drive, feels that encouraging residents 
to safeguard investments and to stimu- 
late circulation of money brings, from 
the banking viewpoint, results more ef- 
fective and permanent than immediate 
increases in deposits. The bank, in 
short, has again reminded the people 
that their interests are its interests. 


1863 


1934 


seventy years 


of conservative experience 
under varying economic con- 
ditions, this bank has had 
continuing relations with 
correspondent banks in every 
section of the country. 


For nearly thirty years the 
Banks and Bankers Division 
has been the point of contact 
through which world-wide 
facilities have been available 
to correspondents. 


The First National 
Bank of Chicago 


Charter Number Eight 
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By A. PATTERSON FIRTH 


Mr. Firth was an English bank exam- 

iner during the transition period from 

unit to branch banking, which he dis- 
cusses in this article 


N an examination of a_ banking 

directory of the world, probably the 
most outstanding fact to be noted is 
that the United States is the only coun- 
try where the unit system prevails. 


Branch Banking 


At the beginning of this century, 
banking in England was conducted 
principally by unit banks in almost 
identical manner with the present 
American system. From the year 1900 
to the beginning of the World War the 
whole system of English banking was 
gradually transformed by absorptions 
and consolidations. At the present time 
comparatively few unit banks remain 
and approximately 90 per cent of the 
banking business in England is now 
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Its Value is Gone 


as 


From a million firesides — more or less 
— rises the plaint of disgusted home 
owners: victims of an era of jerry build- 
ing and boom financing. 


Concrete builds it better 
and better looking 


A home in Omaha, built by typical home 
buyers. Concrete throughout gives this 
home the permanence and value that people 
are looking for today. 


but the Mortgage 
Lingers On---- 


\ 


“Never again,” they vow, “never 
again will we build cheaply or shoddily. 
Give us honest construction, real val- 
ues. Give us homes that will be staunch 
and livable long after the mortgage has 
been retired. Give us homes that don’t 
pauperize a man for upkeep.” 

Get ready, today, to meet this plea. 
Ready with concrete for floors and walls 
to make homes last longer and show 
their age less ... to make homes safe 
from fire, proof against weather... 
better homes to live in or to finance. 

Find out, for yourself, how concrete 
meets modern demands for quality and 
economy. The coupon will bring our 
new booklet on “How to Build the 
Concrete Home.” It’s full of timely 
facts for anyone interested in building, 
selling, or financing homes. 


PORTLAND CEMENT ASSOCIATION 


ROOM 146 — 33 WEST GRAND AVENUE, CHICAGO, ILL. 


PORTLAND CEMENT ASSOCIATION, 
Room 146 — 33 W. Grand Ave., Chicago 


Yes sir, I'm interested in seeing how concrete meets the new 
demand for better homes. Send your booklet on how to build ‘em 


of concrete. 
Signed 
Address 


handled by large institutions with 
branch offices in all parts of the country. 

A brief study of this transitional 
period should interest all American 
bankers, because its early stages have 
been so closely paralleled by banking 
trends in this country prior to the 
depression. 

For the 20 years preceding 1900 there 
were a number of bank amalgamations 
in England, but they were of no great 
moment and up to that year the individ- 
ual or single unit system of banking 
largely predominated. 

During the next few years following 
1900 there was a steady increase in 
consolidations of unit banks located in 
the same city. This was accompanied 
by the opening of numbers of small 
branch offices in the suburbs. The 
resulting increase in capitalization made 
available more extensive lines of credit 
to serve growing industries. The branch 
offices gave convenient banking facil- 
ities to residents and storekeepers in the 
suburbs and outlying districts, and 
acted as deposit feeders for the main 
offices. Notice how closely this move- 
ment has been paralleled by banking 
changes in scores of cities in this coun- 
try during the past ten or more years. 

Next came the amalgamation of 
banks in adjacent cities to form institu- 
tions with a larger number of offices 
covering a whole trade area and serving 
a diversification of business interests. 

Each year, this consolidation of 
resources and effort extended further 
afield until, in 1909, more than one-half 
the banking offices in the country were 
controlled by nine branch banking 
institutions with many other similar 
but smaller organizations both in 
London and the provinces. 

The next five years saw amalgama- 
tions of magnitude until today the “Big 
Five” have a total of more than 7,000 
banking offices. 

However, it must not be assumed 
that these five banks constitute all of the 
English banking system, for there are 
quite a number of other institutions 
with branch offices ranging up to 500 
which are competing successfully with 
the “Big Five” in various sections of 
the country. Also, there still remain a 
number of unit banks in England which 
enjoy the confidence of thousands of 
people. This fact should be noted par- 
ticularly by those who believe that the 
legalization of branch banking in the 
United States would sound the death 
knell of all unit banks. 
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AMERICAN BANKERS 


By L. A. ANDREW 


Mr. Andrew is a former 
President of the State 
Bank Division of the Association 


— who are using the idea that 
the unit country bank has been a 
failure are putting forward the remedy 
of “safety in bigness”; that is, the 
safety of the foreign system of nation- 
wide branch banking. Their argument 
is based upon an absolutely false posi- 
tion. They say that the unit country | 
bank has been a failure. | 

The official figures on failures also | 
prove that the arguments used against | 
the unit country bank are false. The | 
year 1931 was probably the worst as 
regards failures. During that year 2,316 
banks closed. Banks with resources of 
under $1,000,000 closing during that 
year totaled 1,890, and banks with 
resources of over $1,000,000 closing 
during that year totaled 426. However, 
these 426 banks had total deposits of 
$1,417,798,000, and the 1,890 small 
banks had deposits of only $396,237 ,000. 

THE SAME IN °32 

IN 1932 the record was practically the 
same. Banks with deposits of over 
$1,000,000 each accounted for 77 per 
cent of the total deposit liability in 
closed banks. In 1930 the record was even 
worse, as nearly half of the deposits in 
closed banks for that year were found in 
two organizations, one a branch bank- 
ing system in New York and the other 


a group in Kentucky. In the face of 
these official records, we have been 
continually told that banks with capital 
of less than $50,000 and located in 
towns of 10,000 and less were really the 
cause of the depression and all of the 
bank trouble. This has been repeated 
so many times that a great many 
people believe it. 

Official figures show this propaganda 
to be absolutely untrue. It is also said 
that we must have branch banking in 
order to provide safety. The official 
records for 1931 and 1932 show that 17 
banks with 567 branches have closed | 
with $1,612,188,000 in deposits. If that 
is large branch banking safety, the | 
record is certainly decidedly worse than 
unit banking. The official records for | 
closings of Federal Reserve non-member 
banks are equally interesting. Only one- 
third of our banks are members of the 
Federal Reserve System. In 1932 with 


closing of 1,125 non-member banks and | 


Unit Banking 


331 member banks, nearly the same 
proportion is shown in number, but 
the deposits of the member banks 
were over one-half the deposits of 
non-member banks, the figures being 
$269,000,000 for member banks and 
$446,000,000 for non-member institu- 
tions. 

The movement to put all banks under 
the Federal Reserve System, another 
angle in the attack against the unit 
country bank, is equally indefensible. 
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The Federal Reserve System should 
have the support of all large com- 
mercial banks, and every bank doing a 
commercial business with resources of 
over a million dollars should belong to 
the System, but any effort to compel all 
the unit country banks to belong would 
not be wise or even desirable from the 
Federal Reserve viewpoint. It would 
add infinitely to the detail and respon- 
sibility of the System without material 
benefit. 


DEPENDABLE— PROGRESSIVE 


“THE SUCCESS of any institution 


depends primarily upon the soundness 


of its business policies and the integ- 


rity and competence of its manage- 


—Excerpt from Address by 


Massachusetts Insurance Commissioner 


F & G 


FIDELITY AND GUARANTY 


FIRE 


FIRE CORPORATION 


affiliated with 


USF&G 


UNITED STATES’ FIDELITY 


AND GUARANTY COMPANY 


Dependable and Progressive Stock Companies 
Home Offices: BALTIMORE, MARYLAND 
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The Growth of Branch Banking 
In England 


By A. PATTERSON FIRTH 


every argument first 
advanced in England against the 
branch banking idea is now being ex- 
pressed by American anti-branch 
bankers. Here are the four major ones: 

1.—Branch banking will lead to the 
concentration of credit control in the 


hands of the large banks in financial 
centers with resultant severe handicaps 
to local communities and small business 
interests. 

2.—Branch banking will have a mo- 
nopolistic influence—will produce a 
money trust which might seriously retard 
the economic growth of the country. 


Will the Credit Risk be Good 
AFTER the Fire? 


Ordinary fire (or windstorm) insurance protects the policy- 
holder against physical loss only: bricks, mortar, steel, 
timber, machinery, equipment. 


When a plant or store is shut down by fire (or windstorm) , 
income ceases—in whole or part as the case may be. But 
many fixed charges continue during the period of idleness. 
Taxes, for instance, and executive salaries, interest, perhaps 
rents. Such charges must then be met out of the company’s 
reserves or by mortgaging its future—and these practices 
do not improve the credit risk. Also the net profits, on 
goods that would have been produced or sold, are lost 
during this idle period. 


The careful merchant or manufacturer — the good credit 
risk, in other words—provides against this loss by carrying 
business interruption indemnity, often called use and occu- 
pancy insurance. This provides, on a per diem basis, com- 
pensating income to mect the charges that continue during 
plant or store idleness, as well as the net profits lost during 
the shut down. 


When you grant credit to merchants or manufacturers you 
should see to it, in the interest of your own safety, that 
this protection is carried — and in companies of proven 
soundness and stability. 


The 
LONDON ASSURANCE 


The 
MANHATTAN 
Fire and Marine Insurance Company 
The 
UNION FIRE, 


Accident and General Insurance Company 
99 JOHN STREET, NEW YORK 


3.—Branch banking is likely to have 


no regard for local welfare and will drain 
the smaller communities and towns of 
needed capital to serve large national 
interests. 

4.—Branch banking will lack the 
personal element and intimate knowl- 
edge of local conditions and needs. It 
cannot serve a small community as 
effectively as a unit bank managed by 
a local board of directors primarily 
interested in local affairs. 

Branch banking undoubtedly does 
lead to a concentration of credit control, 
but in England this has proved to be a 
very decided asset. In an emergency, the 
directing officials of the leading banks 
can meet and make decisions which are 
binding on all of their offices, thus pro- 
viding almost uniform national action. 

Next, as to the possibility of a money 
trust which might work to the detri- 
ment of the whole country. It must not 
be overlooked that although the large 
banks in England stand together in 
times of national emergency, they are in 
business for profit and are in keen 
competition with one another in almost 
every city, town and district throughout 
the country. 

Now as to the argument sometimes 
advanced that branch banking cannot 
and will not serve the small community 
as effectively as the unit bank. The 
practice of branch banking in England 
has exploded this theory; in fact, quite 
the reverse has proved to be the case. 

Every commercial banker will admit 
that the most profitable business is the 
short term, well secured commercial 
loan. Add diversification to this type of 
business and you have an ideal set-up 
for sound, profitable banking. The 
branch system of banking permits such 
diversification, and the English banker 
takes full advantage of it, spreading his 
risks by making hundreds of compara- 
tively small loans in different localities 
and to a large number of varied indus- 
tries. In this way he increases his 
liquidity and his profits by keeping a 
large percentage of his loanable funds 
constantly moving, and offsets any 
trouble which may arise from a large 
loan becoming frozen due to stagnation 
in any one industry or business. 

Another distinct advantage which the 
small town has obtained as the outcome 
of branch banking is the availability 
of adequate credit. 
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The Future of Unit Banking 
In the United States 


By L. A. ANDREW 


ip future of the unit country bank 
concerns primarily the future of 
American business. The question of 
whether the good borrowers in the aver- 
age American community and the farm- 
ers in the country nearby are to have 
necessary credit for the carrying on of 
their business will be determined by the 
future development of this problem. 
The unit bank in its daily life represents 
the success of the community in which 
it exists. It is owned and managed by 
the people of the community and its 
success is their success and its failure is 


their failure. The question of whether | 


the unit bank is to continue as it has in 
the past with the American Dual Sys- 


tem of Banking depends upon better | 


management in the unit bank. This does 
not mean that a very large number of 
unit banks have not had good manage- 
ment. Incidentally, I am familiar with 
a survey made in at least two states by 
the bank examining forces. They were 
asked to pick out the twenty best bank- 
ers in each one of these two states, and 
you may be surprised to know that 75 


per cent in each state were bankers | 


from the so-called country towns. 


Banks must be profitable to be safe. | 
Of course, such a program includes the | 
charging for all services at a proper rate | 
to show the bank a profit. I also believe | 


that banks should limit the amount 
of deposits on which they pay interest. 


The accumulation of a large amount of | 
time and savings deposits has forced | 
many banks to make unsafe loans and | 
investments in order to employ the | 
money. The ideal unit bank might be | 
one which pays no interest of any kind | 
on deposits and carries at least half of | 


its assets in cash and early maturities 


of government and other first class | 


bonds. 


The greatest danger in the unification | 
of banking idea is the putting of the | 


entire control of the banks in this 


country into a political bureaucracy in | 


Washington. We will never have proper 


banking supervision, national or state, | 


until it is taken entirely away from 


political influence. The Comptroller of | 


the Currency should be selected by a 


non-partisan group of outstanding bank- | 


ers, similar to the Federal Reserve 
Advisory Council, without the consent 
of the Senate. 


We are very sure that our banking 
laws must continue to be strengthened 
in every particular if we are to do away 
with radical proposals. Many of our 
states have stronger banking laws today 
than the Government. Such legislation 
should be more uniform. There should 
be established in every state a non- 
partisan banking board, with the power 


You 


to approve all appointments in the 
department; limit the amount of 
interest that may be paid; remove in- 
competent officers; and set up rigid 
restrictions for the purchase of bonds 
and other investments. Probably the 
most important of all, however, is the 
entire removal from politics of banking 
supervision and bank examinations. 


for Calling My Attention to 
the additional $12,500”° 


Terretr,D 


Avis, HALL CLEMENS 


ATTORNEYS AT LAW 
SAN ANTONIO, TEXAS 


October 23, 1935 


Maryland Casualty Compeny 


San Antonio, Texas 


Gentlemen. 


A snort time ago y 


check for $39,000 to 
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Faithful performance: Over a period of 36 
years claims have been paid in excess of 


$275,000,000 
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SUALTY INSURANCE 
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Old Gold and Silver 


ike the parson,”’ said Mrs. Camp- 
bell, as she turned the telephone 
over to Henry. Mr. Campbell sighed. 
Being a vestryman even of a small 
suburban church had its drawbacks. 
“Hello, Parson Glumm,”’ he said cheer- 
ily; “how did you make out with your 
old gold and silver donations?” 

“The parish responded wonderfully,” 
replied the voice of the Reverend 
Glumm. “In fact, that is just what I 
wanted to see you about. Could you 


step over to the parsonage for a 
moment?” 

Henry assented reluctantly for he 
knew it meant the dissipation of the 
better part of a quiet evening for which 
he had other plans. When he got there 
he found the Reverend Glumm ecstati- 
cally admiring a heterogeneous collec- 
tion of precious metalware laid out on 
the sideboard in the dining room. Items: 
an old fashioned solid silver coffee urn 
having the generous proportions of a 


IN America 
INDUSTRIAL 
CENTER 


corporations and individuals 
move from your city to the Newark 
territory, give them a letter of intro- 


duction to New Jersey’s largest bank. 


FIDELITY UNION 
TRUST COMPANY 


© Member Federal Reserve System ° 
NEWARK, NEW JERSEY 


beer keg; a silver fruit dish, much in 
need of polish, which must have come 
over with the -Pilgrims; sundry small 
silver vases, cups, napkin rings, sugar 
bowls and bracelets, mostly out of 
fashion. Silver was only 43 cents an 
ounce. Henry sighed and turned with 
more interest to the gold. 

“Tt worries me to have so much of 
value in the house,” continued the 
Reverend Glumm, “‘and I would like to 
get it to the United States assay office as 
soon as possible and sell it. I thought 
you might be willing to assume the re- 
sponsibility. I know it is asking much, 

Henry uttered an exclamation. Tote 
all that stuff to New York! Still—he 
thought hastily of possible ways and 
means. “Tell you what to do,” he said, 
at length. “Pack all the stuff into the 
big coffee urn—nest it, you know, one 
piece inside another, wrap it up and I’ll 
stop for it in the car on my way to the 
train in the morning.” 

Reverend Glumm looked relieved and 
delighted. “Thank you and bless you, 
Brother Campbell; I’ll do it.” 

In the morning, on his way to the 
9:15, Henry had his chauffeur, Fred, 
stop at the parsonage, and together 
they got the treasure into the car, the 
minister having carefully packed it in 
an old cloth laundry bag. On the way to 
the city, the bag reposing on the seat 
beside him, Henry was the butt of a few 
smoking car gibes, for the contents of 
the bag were a little musical when the 
car vibrated unduly. The portage of the 
treasure through Grand Central and to 
a taxi on 42nd Street was made without 
incident. There Henry looked at his 
watch and told the driver to hurry—to 
the assay office on Old Slip at South 
Street. All went well until the speeding 
taxi hit the crosstown trolley tracks at 
34th Street. The bounce sent the bag to 
the ceiling; Henry ducked as it came 
down and it hit the floor with a metallic 
crash. The taxi-driver, imagining that 
only a rear end encounter could ac- 
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count for such a sound, slammed on 
brakes and screeched to a stop in front 
of the Hotel Vanderbilt, whose courte- 
ous doorman thoughtfully opened the 
cab, permitting the bag of treasure to 
roll out on the sidewalk. 

'» Relief appeared on the features of the 
driver, who muttered something about 
thinking he had been sideswiped. The 
doorman looked at Henry and decided 
to ask no questions; he helped reload 
the treasure and the journey was re- 
sumed, Henry enjoining upon the driver 
the necessity of crossing crossings cau- 
tiously. The remainder of the trip 
passed with comparatively little noise. 
About 11 o’clock they pulled up in front 
of the big gray building on Old Slip at 
South Street. There Henry dismissed 
the taxi and dragged in his bag of metal. 
There were several other people arriving 
and departing with bags, satchels and 
packages. “This way,” said a plain- 
clothesman. Henry entered the receiv- 
ing room and laid down his burden be- 
fore a grated window where “deposits” 
were made. 

The clerk took out the various items, 
looked at them without much interest, 
inventoried and described them. The 
false teeth, some of which were per- 
manently welded with composition and 
porcelain, wouldn’t pass. “We don’t 
want the porcelain and such,” said the 
clerk; “they would spoil our melt.” 

“Well,” said Henry, helpfully, “take 
’em out; I don’t care.” 

The clerk glared. “Take ’em out 
yourself; we’re too busy.” 

“But where can I do it?” asked 
Henry helplessly. 

“Not on our counter,” replied the 
clerk; “outside. Anywhere. Go out on 
the curb, but not here.” 

Henry went out on the sidewalk and 
spent ten minutes trying to separate the 
gold teeth from their environment. He 
had never before realized that teeth 
were so difficult to extract. The assay 
office personnel displayed no interest in 
his labors; neither did some patrolmen 
loitering around Old Slip Station. A few 
passersby looked puzzled when they saw 
Henry stamping on the teeth. It was 
not usual to see even a New Yorker 


cracking his teeth on the curbstone. 

Eventually Henry completed his 
winnowing of the gold from its chaff, 
went back and turned them in, and was 
told there were more than five ounces of 
gold altogether; that one person could 
bring in without license not more than 
five ounces on one visit. Somebody else 
would have to bring in the surplus, or it 
would have to be sold to an old gold 
dealer, or Henry would have to take out 
a license as a dealer. 

None of these alternatives seemed at- 
tractive to Henry, who took the surplus 
gold back to his office and parked it 
pending future determination of its 
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destination. The next day the assay of- 
fice gave him a check for the Reverend 
Glumm for the gold he had sold and 
handed over some bars of silver some- 
thing on the style of sashweights and 
about as heavy—the proceeds of the 
silver donations. The assay office, it 
seemed, paid for silver only in kind and 
not in cash, melting it down and refining 
it. He was told to take the bars to a bul- 
lion dealer who would buy it at the 
market price. With a sigh Henry took a 
firm grip on the silver pigs, hailed a taxi 
and set forth patiently to hunt up the 
silver market. 


Burning the Candle 
at Both Ends 


Riv. reductions reduce revenues. Expenses are increas- 
ing due to NRA, higher taxes, and the cost of government 
investigations. Continuation of this trend will make it 
difficult to earn even operating expenses and taxes. 

There would have been $12,496,000 more for investors 
in 1933 if the Associated Gas & Electric System had 
received 1928 electric rates, paid taxes at the 1926 rate, 
and employees had not been insured. 

The Associated Gas and Electric Plan of Rearrange- 
ment of Debt Capitalization aims to protect investors 
against adverse developments that cannot be controlled by 


management. 


ASSOCIATED GAS & ELECTRIC SYSTEM 


61 Broadway ESS New York 
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The Foreign Department of the 
Inland Bank 


YEAR ago few people saw much 
prospect of an early revival of 
foreign trade, especially of ex- 

porting, in the United States. With the 
gradual depreciation of the dollar in 
terms of foreign currencies and with the 
general improvement of business condi- 
tions in major nations overseas, Ameri- 
can industry has again started to move 
in the direction of selling abroad. 
Foreign orders are being booked and 
shipped and payments are being re- 
ceived within the limits permitted by 
the foreign exchange restrictions so 
prevalent throughout the world. 

Early in May the first conducted tour 
of European sightseers, attracted by the 
increased purchasing power of their 
currencies, made its appearance in New 
York. Promptly nicknamed “‘fifty-nine 
cent tourists” by the newspapers, this 
party was significant because it showed 
in tangible form the sales leverage which 
has come to American business with 
devaluation. Whatever he may think 
of devaluation as an economic trend, the 
New York merchant whose counters 


were besieged by feminine fifty-nine 
centers in search of bargain shoes and 
silk hosiery would believe with difficulty 
that foreign trade is not on the upgrade. 

Inland cities are feeling the same 
thing, though in somewhat less spectac- 
ular fashion. Only within comparatively 
recent years has there been a consider- 
able volume of export and import trade 
in the nation’s interior. It has come with 
industrialization, has developed as pop- 
ulation grew and factories increased in 
the territory between the Alleghenies 
and the Missouri River. The chief im- 
petus came, of course, when the Great 
War sent the world’s buyers to our 
doors. Today, after several years of 
inanition, interest is once more awaken- 
ing in overseas buying and selling. And 
banks are finding a correspondingly 
greater opportunity to serve their custo- 
mers in this field. 

Surprisingly few people not imme- 
diately concerned with foreign bank- 
ing realize the extent to which many 
interior banks have found foreign de- 
partments a desirable and profitable 


TARIFF SENATORS 


Members of the Senate Finance Committee, Senators Couzens, 
Harrison, King, George and Barkley, listening to testimony 
on the tariff bill 


activity. In several cities a thousand 
miles or more from the sea, bank cus- 
tomers can obtain service comparable 
with that of any foreign department 
you care to name. And the banks offer- 
ing this service find it a money-maker, 
both for themselves and for their 
customers. 

Consider an instance which arose 
recently in a bank west of the Missis- 
sippi. A customer entirely lacking in 
foreign trade experience had ordered 
from a French firm of wine merchants— 
in much the same fashion as if he were 
buying in Los Angeles or Peoria—a 
sizable lot of wines and spirits. The 
Frenchmen apparently satisfied them- 
selves of his responsibility, for they 
promptly shipped. Presently the novice 
importer entered his bank carrying a 
sheaf of documents unlike anything 
he had ever seen before. When finally 
he reached the foreign department he 
dumped them on the desk of the man- 
ager and said, “I don’t know what this 
is all about. What shall I do?” 

The foreign expert looked over the 
file. The first obstacle involved the 
possibility that some of the straw in 
which the bottles were packed might be 
infested with a plant disease. Conse- 
quently the U. S. Department of Agri- 
culture was blocking the importation. 
The midwestern bank knew just how to 
handle this and took care of it through 
its New York connections; the situation 
had previously arisen on French ship- 
ments. The shipment came under a 
liquor quota expiring in a few days, and 
it had to be landed immediately lest it 
be barred by this expiration—some- 
thing of which the inexperienced im- 
porter was totally unaware. It further 
seemed desirable, in view of some cur- 


‘rent experiences with inferior wines 


from abroad, that the goods be ex- 
amined before acceptance, for which 
reason the bank advised having them 
shipped to the local customhouse in 
bond. Finally, the bank took care of the 
financial end of the transaction. After 
a half hour the customer left the foreign 
department with all his difficulties 
straightened out. 
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Not every customer of an interior 
bank’s foreign department is, of course, 
so uninitiated as this one. The bulk of 
the foreign department customers in 
any bank are experienced and proceed 
intelligently. 

Every industrial district, and many 
an agricultural territory, has its volume 
of export and import trade. If local 
institutions are equipped to handle the 
financial side of these transactions, this 
usually simplifies the task of the local 
business men. Likewise it gives the 
local banks a much stronger hold on 
their customers’ domestic business, and 
tends to hold a greater proportion of the 
customers’ balances in their home town. 
A good foreign department may be 
considered a double-tracked route to 
greater profits—#/ there is available in 
the bank’s territory a sufficient volume 
of foreign business to make the depart- 
ment pay. 


NOT FOREIGN EXCHANGE 


“IT is essential in considering a for- 
eign department to think of it as a 
‘foreign department,’ not to think of it 
as a ‘foreign exchange department’,”’ 
points out Dr. W. F. Gephart, vice- 
president of the First National Bank in 
St. Louis, which has made a great suc- 
cess of this activity. “The banker who 
thinks of this work in terms of selling 
drafts and travelers’ letters of credit 
does not want a foreign department, and 
in all probability had far better merely 
continue to operate a branch sales 
agency for the foreign drafts of some 
larger bank. There is a considerable 
bulk of this business, particularly of the 
sort which involves selling foreign ex- 
change to immigrants for remittance to 
their homes abroad. Because we are 
organized to handle the financial side of 
foreign trade rather than these minor 
transactions, we do not go out of our 
way to induce foreign residents of St. 
Louis to come to us for their home- 
remittance drafts. There is one excep- 
tion, the Chinese, whom we encourage 
because, properly treated, they are the 
most satisfactory customers a foreign 
department can have. 

“The real opportunity for a foreign 
department of an interior bank comes in 
really helping the bank’s customers to 
develop and handle export and import 
business. It involves acceptance financ- 
ing, knowledge of the workings of the 
customs regulations of the United 
States and foreign countries, direct 
banking connections with foreign banks, 
foreign credit information and the like. 
Any good foreign department expects as 
part of its routine operation to find 
ways to save money for its customers, 


to help them to a better knowledge of 
foreign markets and foreign suppliers, 
to perform all manner of services which 
will make them better customers not 
only of the foreign department but also 
of the commercial department of the 
institution. 

“Competent men in charge of the 
work are an obvious essential. Not only 
must they be familiar with all the 
routine of foreign trade, but also they 
must think internationally. A foreign 
department man with adequate equip- 
ment can help his bank’s customers to 
develop the same knack, and thus to 
extend their business operations across 
international boundaries to the profit of 
everyone concerned.” 

What sorts of transactions in foreign 
trade arise in an interior city? Well, at 
the outset it must be admitted that 
their diversity defies either classification 
or listing. At one extreme, for instance, 
is a manufacturer of artificially colored 
foliage for use in decorating—perhaps 
his enterprise is unique in this country. 
He sells principally in the United 
States, but he buys his materials from 
all over the world. One type of foliage 
comes from Italy—it takes dyes better 
than any domestic leaf of equally pleas- 
ing shape. Something else comes from 
Japan, from Australia, from Argentina. 
He assembles his materials at a small 
town within a hundred miles of a large 
midwestern city, processes them with 
local labor in his community’s largest 
factory, ships everywhere. His connec- 
tions with the foreign departments in 
banks of his neighboring metropolis 


permit him to leave much of the import- 
ing routine in their hands, keeping his 
own time free to supervise his manu- 
facturing and do his selling. 

Unquestionably, in the opinion of 
most foreign department officers, there 
exist numerous opportunities for profit- 
able foreign departments in banks and 
communities which now afford no such 
facilities. Many indications point to an 
upward surge of export volume from the 
United States during the next few years. 
Exports usually stimulate imports, in 
the very nature of foreign trade. The 
bank equipped to handle foreign busi- 
ness in comprehensive fashion stands 
to obtain at least its share of this volume 
—profitable volume, in a banking world 
where profit sources today are few. 

In one word of caution, however, all 
these men unite. Let any banker, they 
urge, first be sure that he has enough 
foreign business available to him before 
he opens such a department, and, sec- 
ond, let him take every precaution that 
the work be placed in competent hands. 
Some 15 years ago there came so great 
and enthusiastic a propaganda for for- 
eign trade that many a bank opened 
a foreign department without either 
enough possible business to support it 
or an able enough foreign banking man 
in charge to handle what business 
there was. In consequence more than a 
few foreign departments were closed. 
It behooves banks to avoid these pit- 
falls, while still not allowing potential 
foreign department profits to pass un- 
recognized and unobtained. 

ARTHUR VAN VLISSINGEN, JR. 


TARIFF AUDIENCE 


At the hearings before the Senate Finance Committee 
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? 
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Foreign Dollar Bond Defaults 


pesca dollar bond defaults are 
discussed and tabulated in the sur- 
vey recently published by the Institute 
of International Finance, conducted by 
the Investment Bankers Association in 
cooperation with New York University. 

The survey states that the total 
amount of publicly offered foreign dollar 
bonds outstanding March 1, 1934, is 
computed at $8,193,000,000, including 
$232,000,000 of dollar bonds subject to 


conversion into foreign currency bonds. 
Full debt service had been paid on 
$5,112,000,000 of these bonds up to 
March 1, last, an amount representing 
62.4 per cent of the computed total. 
Interest defaults have occurred on an 
aggregate principal amount of $2,930,- 
000,000, and an additional $151,000,000 
is in default as to sinking fund. 
However, it is pointed out that only 
about $7,080,000,000 of the total esti- 


CONTINENTAL 


ILLINOIS NATIONAL 
BANK 
AND TRUST COMPANY 


of CHICAGO 


A more than routine banking 
service to correspondents 


mated outstanding were originally pur- 
chased by Americans and that repur- 
chases of about $1,400,000,000 have 
been made by foreigners. 

Furthermore, the amount of dollar 
bonds matured and unpaid stands at 
around $191,472,100, excluding issues 
converted or extended with the consent 
of bondholders. 

As to interest defaults by type of 
issuer, the report says that “national 
government bonds have in general fared 
better than bonds of political sub- 
divisions, while corporate bonds make 
the least favorable showing. Approxi- 
mately 29.1 per cent of all national 
government bonds are in default as 
compared with 34.9 per cent for states, 
provinces, and departments, 32.3 per 
cent for municipalities and 43.3 per cent 
for foreign corporations. 

“A small proportion of defaults in the 
first category is attributable not only 
to the comparatively greater financial 
strength of national governments, but 
also to the fact that in some instances 
national government loans were ex- 
empted from general transfer moratoria. 

“The larger percentage of defaults on 
foreign corporation bonds is partly due 
to the fact that almost one-fourth of all 
loans in this category are those of 
German companies, which are _pre- 
vented by law from complying in full 
with their external obligations.” 

The report also analyzes defaults 
geographically, stating: ‘Geographical 
analysis of interest defaults reveals 
$1,524,302,400 of Latin American (in- 
cluding Mexican) dollar bonds in de- 
fault as of March 1, 1934. This repre- 
sents 79.2 per cent of the $1,924,872,700 
of such bonds outstanding. Of the 
$2,762,452,900 of European dollar bonds 
outstanding, $1,263,223,300, or 45.7 
per cent, are in default. 

“No defaults have occurred on any 
dollar bonds of the far eastern coun- 
tries, except one small issue of Chinese 
Government treasury notes of 1919. In 
North America (Canada and New- 
foundland) defaults have occurred on a 
number of bond issues of Canadian 
corporations publicly offered in the 
United States. Several Canadian munic- 
ipalities have refused to pay interest in 
United States funds, but there seems to 
have been only one instance of complete 
failure to meet debt service on a loan 
floated in the United States. Defaults in 
North America constitute 5 per cent of 
the total amount outstanding.” 
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Unified Transportation 


FTER a nine-months’ study of the 
railroad problem, the Transporta- 
tion Conference of 1933-34, recently 
made public certain recommendations 
for a unified transportation policy. 

The total funded and unfunded debt 
of the Class I steam railways maturing 
1934-1940, amounts to $2,614,859,801. 
Without aid, it will be impossible for 


some of these roads to meet their obliga- | 
tions. The conference estimates that | 


Government assistance to the amount 
of $195,000,000 will be needed in 1934— 
35, while $72,000,000 will carry the 
roads through to 1940. Adding these 
sums to the amounts already advanced 
by the Government makes a grand total 


estimated at $807,000,000, or 20 per | 


cent less than the amounts advanced 
during the war, 95 per cent of which has 
been repaid with interest charges that 


netted a profit to the Government. The | 
railways may therefore be regarded as | 
good credit risks and loans made under | 


existing conditions should be regarded, 
not as the entering wedge of Govern- 
ment ownership but as a device to main- 


tain private ownership after a period of | 


extreme business depression. 
The conference recommends a system 
of regulation applied impartially to all 


common carriers. Rebates and rate dis- | 
crimination are as detrimental to com- | 
merce when practiced by users of rivers | 
or public highways as were similar acts | 


Second assistant Postmaster General 


Branch and Postmaster General Farley | 
at the opening of new bids for carrying | 


the airmail 


in earlier railroad days. Included in the 
recommendations are regulation of rates 
and services of common, contract and 
“anywhere-for-hire” interstate carriers 
on the highways and between ports with 
discretion in regard to full cargoes of 
bulk commodities. This does not imply 
identical rate levels, but the welfare of 
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shippers, the cost of transportation, the 
investments involved should be weighed 
in arriving at differentials which meet 
the public interest. 

Unwarranted duplication of services 
is a proper subject for control, and the 
conference recommends the issuance of 
certificates of public convenience and 
necessity to meet this problem. The 
hours of labor in highway transport 
should also be a matter for regulation by 
the Federal Government, in the opinion 
of the Transportation Conference. 


DIVIDEND NOTICE 


Common Stock Quarterly Dividend No. 99 of 75 cents per share, payable 
May 15, 1984, to stockholders of record April 20, 1934. 

$6.00 Preferred Stock Quarterly Dividend No. 107 of $1.50 per share, payable 
April 16, 1934, to stockholders of record March 31, 1934. 

Dividends on the foregoing issues, as well as on all the outstanding Pre- 
ferred issues of the subsidiary companies (whose common stocks are owned 
by Pacifie Lighting Corporation) have been paid without interruption since 


the initia] dividend. 


PACIFIC LIGHTING 
CORPORATION 


AND SUBSIDIARY COMPANIES 


Consolidated Statement of Revenues, Expenses and Dividends 
for the Twelve Months Ended March 31, 1934 


Gross OPERATING REVENUE 


$43,469,652.89 


OPERATING TAXES, AND DEPRECIATION : 


Operating Expenses... . . 


Net OPERATING REVENUE 
OrHerR INcoME 
Gross INcoME 
Depuct: 
Bond Interest 
‘Other Interest . 
Amortization of Bond Discount 


$18,673,781.13 
5,932, 110.32 
6,860,789.27 

31,466,680.72 

$12,002, 972.17 

$81,577.16 


$12,384,549.33 


$5,228,393.59 
35,896.18 

and 
267,126.42 


$5,531,416.19 


Less Interest Charged to Construction 83,030.68 


Net Deductions . 
Net Income BeroreE DivipENDs 


Depuct DrvipENps oF SUBSIDIARIES: 


Preferred Stock 


Common Stock, Minority Interest 


5,448,385.51 
$6,936, 163.82 


$1,565,601.05 
572.00 


$1,566,173.05 


AVAILABLE FoR DIVIDENDS ON PREFERRED AND 
Common Stock or Paciric Ligutinc Corp. 
DIvIDENDS ON PREFERRED STOCK 


$5,369,990.77 
1,121, 126.83 


$4,248, 863.94 
4,825,893.00 


_*8577.029.06 


AVAILABLE FOR DIVIDENDS ON COMMON STOCK . 
DrvipENDs ON ComMMoN Stock 


REMAINDER TO SURPLUS 
Balance Available for Dividends 


on Common Stock Equals, Per Share... . . 
* Deficit 


$2.64 


PACIFIC LIGHTING CORPORATION, 4883 CALIFORNIA STREET, SAN FRANCISCO 


| | 
Depreciation ........ 
| 
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A BELIEF 
HELD SINCE 1889 


Tre Northern Trust Company believes that a 


close individual relationship with a customer 


is the basis of satisfactory work. This idea of 


banking has prevailed since The Northern Trust 


Company’s organization in 1889. It has been 


a factor, as has the bank’s conservative man- 


agement, in the steady growth of deposits here. 


The inquiries of out-of-town bankers seeking 


both a capable handling of routine transac- 


tions and an unhurried, individual treatment 


of their larger problems, are cordially invited. 


THE NORTHERN 
TRUST COMPANY 


NORTHWEST CORNER LA SALLE AND MONROE STREETS 
CHICAGO 
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Intermediate Credit 


(CONTINUED FROM PAGE 20) 
sentations to the Senate committee cer- 
tain mortgage loan companies in Massa- 
chusetts, however, expressed the opin- 
ion that “under present R.F.C. policy, 
conditions onerous, burdensome and 
totally unnecessary, are attached to 
every loan. In most cases compliance 
with these conditions is impossible. 
Such conditions imposed by the R.F.C. 
are much more drastic and unreason- 
able than conditions imposed by bank- 
ing institutions for loans of a similar 
character.” 


All this, naturally, explains why such 
loans have not been made by the R.F.C. 
—aside from a lack of authority in 
most cases—and also indicates the 
policy of the corporation anticipated 
under the new Congressional authority. 
Inasmuch as the Reserve banks are 
considered a hot-bed of conservatism 
the prospect for loose loans in this line 
does not seem to be particularly good, 
even though Congressional discussion 
indicated an expectancy of a certain 
degree of speculation in the loans which 
probably would be made. 

Many mortgage loan concerns con- 
sider both the Reserve and R.F.C. 


plans as entirely inadequate for the 
purpose and favor the organization of 
mutual credit associations for industry 


| to operate under the superintendence of 
| the Comptroller of the Currency with 


a mutual guaranty fund of liquid assets 
furnished by the associations whose 
loanable funds will be raised by the sale 


| of their obligations. The latter, under 


the scheme, would be discountable at 
the Reserve banks on the same terms 
as obligations of various farm loan 
credit organizations or be purchased by 
the Treasury out of the dollar devalua- 
tion profits. It is the general understand- 
ing that if the Reserve and R.F.C. 


| legislation does not furnish all the 


money necessary for the intermediate 
financing of industry the credit associa- 
tion plan will be pushed as an alterna- 
tive in the next Congress. 

The apparent willingness of the Fed- 
eral Reserve banks to enter the inter- 
mediate credit field to an extent ap- 
proaching long term lending and even in 
the way of direct loans to commerce and 
industry comes as a distinct shock to 
central bank doctrinaires, but there is 
abundant explanation for it. 


THE REASONS 


THE Glass proposal, in the first place, 
will enable the Reserve banks to recap- 
ture the $139,300,000 paid out of the 
banks’ surplus for stock in the Federal 


| Deposit Insurance Corporation. While 
| it may be admitted that five year indi- 


vidual paper does not sound very good 


| as assets for a central bank it must also 


be admitted that even five year paper 
bought as the Reserve banks will buy it 
sounds better than stock in a corpora- 


| tion which brings in no income—which 


is, in fact, a dead loss so far as the Re- 


| serve system’s liquid position and earn- 
| ing power are concerned. 


Another reason for the acceptance of 
the policy lies in increasingly evident 


| anxiety on the part of Reserve and other 


banking authorities over the possibility 
or even probability of a runaway credit 
situation. Under the combined plan of 
Congress the Reserve System will have 
full control of this intermediate credit as 
a permanent feature of Reserve bank 
operations. The R.F.C. authority for 
such loans is temporary and presumably 
will expire in seven months, although 
of course such loans may run up to 
five years. 

It is evident, at all events, that what- 
ever the proper needs of commerce and 
industry in the way of intermediate 
credits may be, they will be abundantly 
served. The little comedy played in 
Washington has a happy ending. 
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The Rising Cost of Thrift 


EFERRING to the effects of price 
inflation on the small pocketbook 
and bank account, James P. War- 
burg, in a recent address to the Na- 
tional Association of Mutual Savings 
Banks at New York, said he believed 
“a great injustice” was being done to 
“every man and woman who has 
money deposited in your care.” 

Mr. Warburg gave two major rea- 
sons for his statement—the savings 
depositor was “actually being deprived 
of a part of his savings” and he was 
“in the process of being denied the 
opportunity to receive a fair return on 
his savings” through a monetary policy 
“which, though in many ways obscure, 
is quite clear in one respect, at least, in 
that it is a policy of deliberately de- 
preciating the dollar in order to raise 
prices and lighten the so-called ‘burden 
of debt’.” 

“T do not hesitate,” Mr. Warburg 
said, “to affirm my conviction that a 
savings depositor is damaged directly 
and immediately to the extent that 
such a policy is successful. Reducing the 
value of $100 to $60 is the same thing 
as taking away $40 out of every $100.” 

Pursuing his theme, Mr. Warburg 
pointed out that while the full affects of 
depreciation were not yet apparent and 
the dollar still had an internal buying 
power of 85 to 90 cents, the loss already 
visible was $15 on every $100. 

No definition had yet been given as 
to the exact extent to which it was 
planned to debase the buying power of 
the dollar. Some had specified that the 


1926 unit was an “honest dollar” on 
grounds somewhat vague and mys- 
terious. The net result to the savings 
depositor, however, would be gingham 
at 18 cents compared with 10 cents 
today; $5 for shoes now selling for $3 
and butter at 53 cents as against 27 
cents today; with other prices propor- 
tionately increased. Where the increased 
incomes to meet these increased costs 
were to originate was a problem which 
apparently was of no interest to the cur- 
rency manipulators. 

As to the second point, the removal 
from savings depositors of an oppor- 
tunity to get a fair return on their sav- 
ings, Mr. Warburg discussed the Securi- 
ties Act and the Securities Exchange Act. 

If private enterprise could not find 
capital to replace outworn plant 
and machinery except through the 
Government, and bankers could no 
longer exercise their function of bring- 
ing together savers and productive 
enterprise, then it was difficult, he said, 
to see how investments could be found 
which combined safety with reasonable 
return to savings depositors. 

“We have gone far down the road 
which leads to the abandonment of an 
economic order based upon the hope of 
reward for work or enterprise,” added 
Mr. Warburg. “We have done this, to 
my mind, because, in our perfectly 
proper desire for reform, we have not 
fully realized the dangers of going too 
far in the direction of Government 
planning and control. But we have not 
gone too far to turn back.” 


Venetian money weighing kit of about 1750, when the ducat 
was a standard coin 


COURTESY NEW YORK MUSEUM OF SCIENCE AND INDUSTRY 


%O0S-O1-%O0% SAALNVAVNSD NOSIGI 


iALIDVdVD SSAINISNG GASVIAINI 


ALL THE 
SECRETARIAL 
SERVICE 


YOU ? 


In the average office, dictation 
starts at 10, stops at 3. The theo- 
retical 100% secretarial day is 
really a 50% day! 

Offices that use EDIPHONE Voice 
Writing get full-time secretarial 
service! Dictators talk to their 
Ediphones— at any time. There is 
no waiting ...no effort! Work 
flows. Because Voice Writing gives 
100% secretarial service, it helps 
eliminate overtime for “skeleton” 
office forces during vacations. 

Have you seen the new PRO- 
TECHNIC EDIPHONE? Its mechanism 
is completely enclosed, electri- 
cally controlled! And it features 
Edison's principle of “Balanced 
Voice Writing” which makes 


dictation easier, faster. 

We will be glad to prove to you that 
Voice Writing can increase your firm's 
business capacity 20%-to-50%. 


Secretarial Service 
ALL the Time 


For detailed information—tele- 
phone or write ‘The Ediphone. 


WORLD-WIDE SERVICE 


INCORPORATED 


ORANGE, N.J. U.S.A. 
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Only a 
“little’ 


waste 
you say? 


Maybe... but 


you have to loan 
$1400.00 a year 
to pay it! 


7 7 OU easily use a thousand sets of six- 


part loose forms a month. And you 

waste $7.00 a month doing it. The waste 
comes in the constant interleaving and re- 
moving of carbons—a waste that requires the 
investment of $1,400.00 at 6 per cent a year, 
to pay. 


By eliminating the 11 wasteful, time-consum- 
ing operations of inserting and removing 
carbons, the Egry Speed-Feed will save you 
$7.00 every month. The Speed-Feed does 
mechanically in five seconds what requires 
50 seconds by hand. Utilizes the full width 
of the forms, and keeps all copies in perfect 
alignment by means of no other holes than 
those used for filing. No special holes or 
change in typewriter construction required. 
The aligning is done by the Speed-Feed it- 
self and not by the typewriter. Takes up to 
ten copies—it is not limited to four or five. 
Attached or detached in an instant. Made 
for all standard makes of typewriters and 
for typewriter billing machines. Speeds up 
the issuance of all business forms from 25 
to 50 per cent. 


For the full story—an unusually interesting 
and profitable story—use the coupon below 
without cost or obligation. 


Manufacturers of 
Egry Speed-Feed 
Systems, Egry 
“‘Com-Pak”’ and 
“‘Tru-Pak”’ Regis- 
ter Systems. Egry 
“Controller” _and 
‘“Tru-Feed”’ Bill- 
ing Machine At- 
tachments, and 
Printed Business 
(continuous) 
Forms. 
Limited terri- 
tory available 
for high type 
sales agents. 
Write for de- 
tails. 


E 


GR 


SPEED-FEED 


346 
THE EGRY REGISTER COMPANY 
Dayton, Ohio. 


Tell me more about the Egry-Speed Feed. 


Name 


Address 


(Print your name and address plainly) 


Rail Coordination 


Mr. Eastman Considers How the Shock of 


Employment Reductions May Be Lessened 


INTING out the possibilities for 
lower rail and passenger rates 
through the installation of modern 
equipment, unification of terminals and 
reduction in unnecessary cost, Joseph 
B. Eastman, Federal Coordinator of 
Transportation, presented before a re- 
cent gathering of savings bankers his 
viewpoint toward the future of the rail- 
roads. 

Economies in railroad operation, Mr. 
Eastman stated, were bound, in large 
part, to be labor-saving economies. The 
present Emergency Act prevented such 
economies to a degree, but this would 
expire on June 16, 1935. To cushion the 
shock of drastic reductions in railroad 
employment, a thorough study is now 
being made of ways and means for shar- 
ing the savings, resulting from more effi- 
cient methods, between capital and 
labor through retirement annuities, un- 
employment benefits and _ dismissal 
wages. 

The problem of competition with 
other transportation agencies—water, 
motor and air carriers—has been the 
subject of earnest study by Mr. East- 
man, who has recommended that they 


| be subject to Federal regulation through 


the Interstate Commerce Commission. 

Explaining his reasons for favoring 
public ownership and operation of trans- 
portation, Mr. Eastman said such a 
policy would not result in injury to 
security holders, but would, on the con- 
trary, work to their advantage; the his- 
tory of government seizure of private 
property shows that it has invariably 
paid a fair price, or even more. The sug- 
gestion that rates be guaranteed on a 
basis which will assure fair returns on 
investments was unsound, and would re- 
sult in public resentment and inferior 
management. 

Mr. Eastman also touched upon the 
problem which centered in the attitude 
of a great many railroad managements 
toward changes that would result in 
economies. Too much of their thinking, 
in his opinion, centers on profits for their 
own companies and too little on the 
greater good of the whole industry. In 
the matter of terminal unification, he 
pointed out, one railroad which felt that 
it had strategic advantages over its 
competitors might refuse to enter into a 
program which had as its objective the 
coordination of services and savings to 
the extent of many thousands of dollars. 


Control board in a switching terminus 
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STATEMENT 1 


MONTH OF 


> 1934 


Daily Comparative Statement showing Ratios of “‘Free’’ 


Liquid Assets to Total Unsecured Deposits 


Other Cash Free U.S. Free Other 
Securities 


Means Securities 


10.0: 


Loans Secured Total 
Call Commercial Eligible by Marketable Liquid 
Loans Paper Paper Collateral Assets 
3.32 9.29 82.33 
3.33 9.33 82.40 
3.33 9.33 82.40 
3.30 9.66 82.39 
3.28 9.61 82.48 
3.29 10.01 82.48 
3.32 10.12 82.19 


(Continued thus through the month) 


Daily Bank Operating Statements 


By J. W. MILLER 


Mr. Miller is assistant auditor of the 
Fort Wayne National Bank, Fort Wayne, 
Indiana 


 pscerars is much room for improve- 
ment in controlling bank operations. 
One way to accomplish something in 
this direction is through the daily use of 
more scientific, up-to-the-minute oper- 
ating statements. This does not mean 
the usual statements of condition and 
earnings. These are necessary, of course, 
but to make intelligent operating deci- 
sions the executive in charge must go 
beyond this. 

Bankers cannot know too much 
about their banks, and the time for 
them to be informed on important mat- 
ters is daily and not at the end of the 
month or operating period when it may 
prove costly to make changes in order 
to right the bank’s position. The execu- 


tive who does not have complete oper- 
ating figures handy cannot intelligently 
control his bank. 

Two operating statements are pre- 
sented in this article. Statements of this 
kind will go a long way in keeping the 
bank operating executive informed as to 
his bank’s current liquidity and asset 
earning power. 

Statement 1 reveals at a glance the 
bank’s liquidity position and the ratio 
of the different types of liquid assets to 
the bank’s total unsecured deposits. 

In Statement 2 is shown the daily 
trend of the earning power of a bank’s 
assets according to type. Any bank that 
maintains a daily accrual system can 
arrive at the figures which make up this 
statement with very little additional 
work. 

With such statistics appearing daily 
on his desk, the bank official can in- 
telligently control his institution’s oper- 
ating policies. With up-to-the-minute 
data at his finger tips, such as are 
furnished in the two statements pre- 
sented here, it is possible for him to 
invest intelligently his bank’s assets. 


STATEMENT 2 


MONTH OF 


1934 


Daily Comparative Statement Showing the Following Trends: 


Earning Power of Earning Assets as to Type, Earning Power of Total 


Earning Assets, Earning Power of Total Assets, Ratio of Earning Assets 


to Total Assets, Liquidity Ratio 


Time Tax Ex- Other 
Pay’t emptSe- Secur- Bank Earning 
Loans curities 


Call Com’! Com’! Bills of R. E. 
Loans Loans Paper Exchange Loans 
6.62 1. .83 
6.64 77 
6.64 
6.64 83 
6.68 . 83 
6.63 84 
6.64 85 


Date 


48 

48 
49 
49 
.50 
.50 


WN 


(Continued thus through the mont 


Earning Ratio of 
Power Earning Earning 
of Total Power of Assets to 
Total Total 
Assets Assets 

.88 

88 

87 

.88 

.92 
3.02 


Fed. 

Res. 

Liquidity 

Ratio 

82.33 
82.40 
82.40 
82.39 
82.48 
82.48 
82.19 


Stock Assets 
58 


ities 
97 
97 
97 
.90 
86 
97 


> 


) 
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IN YouR BANK 
You Must Lock 


Surplus Counter Cash 
Under Delayed Time Protection 


QUICKLY 


This is required by the new 
15% limitation clause in 
your insurance policy 


With a single swift movement the teller or 
cashier sweeps the cash into the Meilink 
Money Locker, out of sight and out of 
danger, eliminating the ‘exposed cash” 
lure for bandits, and all without a single 
added operation or a hint of inconven- 
ience or a moment of delay. 


This new Meilink Electric Delayed Con- 
trol Money Locker is built for the mod- 
ern demand of quick, daytime protection 
for incoming cash. Meets all the require- 
ments of the new Bank Insurance Rules 
recently put into effect in all states. Re- 
duces cost of insurance. 


PROTECTED BY 


MeuinK 
BURGLAR 


AND 


HOLD-UP 


LOCKING SYSTEM 


All steel and concrete construc- 
tion — weighs 700 pounds. 


Can be connected to any silent 
alarm system. 


Simple and easy in operation — 
controlled by familiar regulation 
combination lock. 


Delayed opening cycle ab- 
solutely fixed — nobody 
can change it. 


The sign that 
detours bandits 


Built by the first manufac- 
turer of steel fire-proof 
safes — 35 years of protec- 
tion service. 


No clock springs — no winding 
—no ‘freezing’ possible. 


Not affected by temperature or 
moisture, shocks or rough usage. 


Operates on current from any 
light socket. 


No bolts to throw — slam the 
door and it’s locked. 


Ample capacity for all require- 


ments. Pat’s applied for 


Write for complete information 
MEILINK STEEL SAFE COMPANY 
TOLEDO, OHIO 


Meilink Built Steel Safes for Bank, Store, Office and Home 
Provide Better Protection 
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Government and 
the Investor 


i his recent address before savings 
bankers in New York, David E. 
Lilienthal, director, Tennessee Valley 
Authority, denied any purpose on the 
part of the Federal authorities to con- 
struct competing public utility facili- 
ties “until every reasonable alternative 
has been exhausted.” 

Advancing overwhelming public de- 
mand and the prevention of further 
“financial and operating practices 
which had brought discredit on the en- 
tire industry” as the reasons which im- 
pelled the Government to adopt the 
T.V.A. project, Mr. Lilienthal men- 
tioned the contract between his Author- 
ity and the Commonwealth & South- 
ern system, dated January 4, 1934, by 
means of which four of its constituent 
companies are protected against com- 
petition in certain areas, and inter- 
change-of-power arrangements entered 
into. The contract also calls for coopera- 


“Replying to yours of THIS instant”— 
not the 2nd instant or the 10th instant, but this 
instant. By telephone your reply can be instantaneous 
—an immediate flash of personalities, a swift inter- 
change of ideas. You need never be out of the mind 
of relatives, friends or business associates simply 
because you are out of sight. 


Bell Telephone System 


BROWN IN THE NEW YORK HERALD TRIBUN 


Evolution, Not Revolution 


tion in increasing the use of domestic 
electricity. 

“To avoid duplication of facilities, to 
avoid territorial competition, to buy 
property at fair prices, are cardinal 
policies of the T.V.A.,” said Mr. 
Lilienthal. 

The speaker also discussed the 
E.H.F.A., which has as its goal the sale 
of low price appliances to a large portion 
of the population which could not 


hitherto afford complete electric home 
service. These appliances, made by 
leading manufacturers, are soid through 
regular dealer outlets. As a result of 
this activity, it is believed by its spon- 
sors that the present utilization of elec- 
tricity will be largely increased, not 
only in the territory served by the 
T.V.A. but throughout the whole area 
served by the Commonwealth & South- 
ern and other privately owned utilities. 
The authority is also embarked on 
a program of technological research 
which may yield further important re- 
sults in expanding the use of electricity. 

The great T.V.A. project, as de- 
scribed by Mr. Lilienthal, is both 
a demonstration and an experiment, 
which will establish a precedent in 
trusteeship and have a sound affect 
upon the financial policies of private 
utilities. 


Interim 
Investments 


HAT is the soundest investment 

policy for savings banks, in view 
of a possible period of inflation con- 
fronting the country at this time? 

Bankers may be interested in the way 
this question was answered recently be- 
fore an audience of savings bankers by 
C. Willard Young, president of C. W. 
Young and Company, investment man- 
agers in New York. 

“Tt is recommended that foreclosed 
real estate should be held, as this is a 
good hedge against inflation, unless the 
properties are in such locations that 
increasing taxes will be over-burden- 
some. 

“Tt is recommended that second 
grade bonds or bonds which once were 
first grade and now have become second 
grade should be held in extraordinary 
individual cases where receivership is 
indicated by a careful study. 

“As far as the investment of new 
funds is concerned, it probably would be 
safest to invest in the short term United 
States issues so that in this way banks 
may be prepared for some withdrawals 
during the inflationary period and also 
be prepared to take advantage of the 
lower prices in longer term issues during 
the fall and the winter. 

“We must make the country safe for 
savings.” 
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DDRESSING the Texas Bankers 
Association at Dallas, John G. 
Lonsdale, chairman of the board 
of the Mercantile-Commerce Bank and 
Trust Company and former President 
of the American Bankers Association, 
reviewed the amazing development of 


the Southwest within the past half- — 


century. 

In 1880, the Southwest was a sparsely 
settled cattle region. Meat, hides and 
bones constituted its major output. 
The pioneers were at the mercy of 
drought, flood and tempest. It was a 
long and arduous trek to the nearest 
cattle market. 

Then came the railroads, in the build- 
ing of which St. Louis capital played an 
important part. Refrigerator cars car- 
ried southwestern beef, lamb, turkeys, 
poultry and eggs to markets a thousand 
miles or more away. Packing centers | 
developed in Fort Worth, Wichita | 
and Oklahoma City; flour mills ap- | 
peared; the lumber industry came into 
southeast Missouri, Arkansasand Texas, 
followed immediately by agricultural- | 
ists, planting cotton and fruit. | 

And while this was going on in the | 
interior, equally vast progress was being 
made along the Gulf in the develop- | 
ment of man-made harbors to bring the | 
world to the door of the Southwest. | 
Eads was building the Mississippi | 
jetties that enabled large ships to reach | 
New Orleans. The Galveston seawall | 
and causeway were undertaken. Beau- 
mont and Port Arthur were made into | 
harbors. The Houston ship canal and 
the harbors of Corpus Christi and Port | 
Isabel were constructed. | 


| 
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A section of the Southwest, from the 
Colton Map of 1867 


reached 49,000,000 barrels, and in the 
last three years of the century’s third 


* decade comprised two-thirds of the 


By 1895, the Southwest was prosper- 
ing. Texas was shipping 2,000,000 bales 
of cotton annually, Kansas wheat was 
approaching an annual production of 
50,000,000 bushels, and the region’s 
agricultural, lumber and _ livestock 
products were in the world markets. 

Then came petroleum. In 1900, oil 
production approximated 1,000,000 bar- 
rels. Five years later this output had 


' total for the United States with an aver- 


age of 600,000,000 barrels a year. 

The expansion of the Southwest, says 
Mr. Lonsdale, constitutes “the greatest 
constructive effort of English speaking 
people in the past half century. We have 
been building a new society, creating a 
vast educational system out of hand, 
rearing great universities where roamed 
the buffalo and the prairie wolf 50 
years ago, laying 110-pound steel rails 
where game trails were the only trans- 
portation ways within the memory of 
our veterans, lighting the fires of great 
industries where some yet among us 
have sat in the light of the council fires 
of savage tribes.” 

With such a record and such a heri- 
tage, the new questions confronting the 
country find the Southwest undaunted 
and confident in the future. 


Crane’s Bond No. 21 is the correct weight for 


correspondence with foreign clients 


and branches. 


( Tune’ 


FINE PAPERS 
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The Preservation of 


Independent Farming 


(CONTINUED FROM PAGE 26) 


heavy capital investment on our part; 
but in the long run it saves money for 
our clients and nets more for us. 

Crops should be planned with an eye 
to specific outlets no less with refer- 
ence to country-wide crop conditions. 
It is folly to crop beans galore just be- 
cause they do well on your fields. Prices 
must appear right before you plant. 
We therefore conduct intensive market 
trend studies before putting in any crop 
whatever, except now and then a rota- 
tion or a cover crop which has to be 
planted for the soil’s sake. We refuse to 
plant crops urged on us by clients, if 
the evidence runs against our getting 
profits from the crop. 

Buyers of products must be found; 
otherwise we lapse into the old slough 
of despond where wallow most small 
farmers. We would find ourselves dump- 
ing crops into glutted markets and 
coming back to our clients with a net 
loss. So we maintain, in New York 
City, Newark and Philadelphia, con- 
tinuous contacts with chain stores, 
independent grocers and other quan- 
tity buyers. As I write these lines, a 
buyer of a New Jersey chain is waiting 
to discuss his bid on about $40,000 
worth of June cabbage and potatoes. 

The one-crop farm is the worst 
hazard of all. It is like the steel indus- 
try, “either a prince or a pauper.” And 
nine times out of ten it is a pauper, 
simply because of the effect of hill-billy 
dumping of small margins on depressed 
markets. Hence we insist upon main- 
taining the highest possible diversifica- 
tion of crops on each farm, within the 
limits of economic tillage and harvest- 
ing. Plainly, this forces us to handle 
much acreage; for, if we had only one or 
two thousand acres all broken up into 
small plots on which we were raising 40 
varieties, from radishes to watermelons, 
we would not have enough of any one 
crop to maintain a sales program. 

The lower limit of effective marketing 
of diversified crops seems to be some- 
where around 5,000 acres. It may be 
somewhat higher in regions where only 
one crop a year can be raised and some- 
what less in the far South, where two 
and even three crops are regularly 
grown. 

In order to maintain a steady market, 
we find it important to diversify not 


Sure 
You 
THEM ALL? 


After the 
Emergency 


Picnic 


merely crops but also areas. At this we 
are just beginning, so no progress can 
be reported. But the idea is easily set 
forth. In fact, we are merely imitating 
the well established progress of the 
United Fruit Company here. In its 
early days this great corporation suf- 
fered losses as a result of having too 
many bananas in the track of a single 
hurricane, or within reach of some 
plant plague, or in a zone where spig- 
goty revolutionists were shooting every 
stranger on sight. So they corrected the 
evil by scattering their plantations far 
and wide over the whole Carribean 
region. This turned out to be the neat- 
est insurance imaginable. Risks were 
ironed out to a minimum. 

The highest efficiency and hence the 
greatest profit to farm owners will be 
reached only when central manage- 
ment grows to the point at which it can 
safely undertake some of the simpler 
processing of products, such as canning, 
preserving, drying and the curing of 
ham and bacon. We do not yet know 
how fast it is safe to expand in such 
directions. Much cautious experiment- 
ing is first needed, and this we have 
barely begun. Many dangers lurk here. 
Above all, the danger of sinking too 
much capital in a plant which cannot 
be kept busy enough to show profits. 
This is especially common in the can- 
ning industry, as many readers well 
know. My own belief is that only a few 
of the smaller processing units may be 
safely opened up until tens of thou- 
sands of acres are under control. 


ANYWAY, 
THE ROOTS ARE 
STILL THERE! 
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What does all this mean to the 
banker? Thousands of citizens owning 
once profitable farms are desperate. So 
are bankers and mortgage company 
officials whose vaults are stuffed with 
defaulted paper. The policy of the 
Administration does little to relieve 
either absentee owners or tenants or 
farming companies. It aims at the wel- 
fare of the typical small farmer, who 
needs all the help he can get, no doubt. 
But it misses altogether millions of the 
best acres in our country; for it happens 
that the very best have been shifting to 
tenantry, simply because their soil was 
good enough to support the tenant and 
also yield the owner a small net. In my 
own surveys, which have covered al- 
most every important farming area of 
our land, it almost always appears that 
tenants are thickest where soil and 
market conditions are intrinsically best. 

Can a tenant get a major farm loan 
from Uncle Sam? No. Can an absentee 
owner get one? Not unless he runs his 
own farm. That means he must put the 
tenant off or else employ him. Now here 
you come upon the urgent need of a new 
form of farm financing and farm man- 
agement. To meet this need I have 
devised the set-up whose underlying 
principles have just been described. 

There ought to be at least a hundred 
large management companies running 
some time before 1936. They would do 
more to solve the farm problem than a 
hundred experiments in plowing under 
crops and lending good money to bad 
farmers. 
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A Question of 
More or Less 


Foot Traffic 


Bank Window Displays 


To the JOURNAL: 


— on the problem of loca- 
tion has conclusively established 
that one of the greatest assets of any 
business dealing directly with the public 
is foot traffic. The bank which can at- 
tract people to its site, through interest- 
ing windows, will most likely enhance 
the value of its location and the volume 
of its business. 

Many banks have experimented with 
different types of displays. It has been 
found that by selection of material and 
presentation of a wide variety of sub- 
jects it was possible to draw large 
crowds day after day to the bank win- 
dow. With these displays, and without 
detracting from their interest, the bank 
could tactfully insert its own advertising. 

The most successful displays may be 
divided into two groups, educational 
and industrial. 

Under the former come current news 
pictures, community and public affairs, 
historical features and developments in 
the arts and sciences. In the industrial 
classification are displays of new and in- 
teresting industrial products and inven- 
tions. It is natural that the bank will 
wish to confine such exhibits to material 
representing the factories of its own 
city. By this procedure the displays ren- 
der two services—they attract crowds to 
the window and they give impetus to 
the industry and to the prosperity of the 
community. 

The community and public affairs 
displays enable the bank to render a 
civic service. Through graphic portray- 
als of those instruments which promote 
the city’s welfare and culture some ex- 
cellent promotion of worthy projects is 
attained. Examples include displays 
that familiarize people with a city sym- 
phony orchestra, a community chest 
drive and a new civic project, such as a 
park, auditorium or airport. 


As for industrial displays, it is found 
that the new products which seem to 
attract most attention are those of a 
mechanical nature. This is also true of 
inventions. 

Banks which have been successful in 
presenting such material emphasize that 
they only give space to products of 
proved merit, manufactured by repu- 
table companies. 

Interesting results have accrued from 
these exhibits. Many manufacturers 
have reported substantial direct sales, 


as well as inquiries from salesmen and 
agencies for representation in other 
territories. 

What is the main increment to the 
bank which draws large crowds to its 
windows? The most frequent answer is 
that the bank’s location is impressed 
upon the public. Banks have come to 
realize that sites are highly important 
factors in progress and development. 
Business sections of cities are shifting 
rapidly. There is the further problem 
created by the decentralization move- 
ment in our larger cities. To meet these 
complexities the bank must spare no 
effort to keep its location as popular as 
possible. 

HAROLD ORTHWIN 
Los Angeles, California 


The Banking Code 


ie CONNECTION with the Banking Code perhaps we can 


show you a clearer picture of how this will effect your 


bank. 


Our analysis work for banks ranges from cost analysis 


they tell us. 


by mail for the small bank to personal service rendered by 
a large staff for banks of greater size. 


We can make an extremely helpful cost analysis for a 
million dollar bank for as little as $225. 


Write us that you are interested and we will be de- 
lighted to discuss your problem with you and to submit to 
you the names of banks in your territory for which we 
have already worked — in a most satisfactory manner so 


E. S. WOOLLEY & Co. 
70 Wall Street, New York 


National Press Bidg., Washington 120 S. La Salle St., Chicago 
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BANKER+EARMER 


Reviewing the Bankers Activities for a Better Agriculture and Rural life 


Comuucwd by the Agricultural Commission of the American tankers Amociativn 


The Financing of 


Independent Farmers 


(CONTINUED FROM PAGE 27) 


part of the Government. The result was 
no less definite for being unpremedi- 
tated, for it has deprived the country 
banks of their mainstay. 

While a large part of the loans now 
lodged with the Government were taken 
over at the instance of banks and for 
their relief, the volume has grown to 
become a serious handicap to the prof- 
itable operation of banks in farming 
communities. During the past spring 
the Government crop loan offices have 
been swarmed with farm borrowers who 
in the past comprised the most profit- 
able clientele of the country banks. Not 
only the short term loans for crop pro- 
duction, but the intermediate and long 
term loans have taken from the banks in 
agricultural districts one of their most 
lucrative sources of revenue. 

Without remitting any of the effort or 
energy that has been applied and must 
continue to be applied to farm prob- 
lems, the banker faces the stern neces- 
sity of regaining the loan business of the 
farmer. He likewise faces the job of 
recovering his deposits from the postal 
savings system, in which much farm 
money has been placed. 


NOT HOPELESS 


PRESENT indications are that the 
insurance of deposits will be most help- 
ful in bringing back his deposits, but 
even so the banker must do his part in 
speeding up the process. It will be a 
much more arduous and tedious process 
for the banks to regain the farm loans 
which the Government has taken over. 
In addressing themselves to this, the 
greatest patience and perseverance will 
be necessary, but the task is not hope- 
less. 

The first step to be taken is to regain 
the confidence and loyalty of farm 
customers, who were lost to the banks 
when the latter were compelled to 
surrender this business to the Govern- 
ment in defense of their own safety. 

When farm values are so restored as 
again to become acceptable bank se- 
curity, the farmer’s natural preference 
will be to do business with the banks. 
This is because of the personal equation 
and the absence of red tape, which the 
farmer has found irksome in Govern- 
mental routine. 

On the other hand, the banker will be 
compelled to abandon the high interest 
levels customary in former years. 
There no doubt will always exist some 
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Banker-Farmer Conference, Chicago, July 7-8. See Page 4 


The advancement of agriculture has been an objective of 
organized banking since before the war 


spread between the Government rate 
and the bank rate, but the spread will, 
in the majority of cases, be offset in full 
or in part by the fees and costs incident 
to loans from Governmental agencies. 

The levying of service charges on 
farmers’ checking accounts that fall 
below an established and required mini- 
mum is another question which arises at 
this point. It is important because the 
average farm account will run from a 
high and profitable level at harvest time 
to a low and unprofitable level during 
the seeding, growing and maturing 
seasons of the crops. 

This is a factor that may properly be 
taken into account. It would be entirely 
consistent for the value of the farmer’s 
account to be computed annually in- 
stead of monthly, without interrupting 
the monthly calculation of the service 
charge on balances having no particular 
peaks and valleys. The average daily 
balance in each farm account could be 
recorded monthly, and at the end of the 
calendar year it would be a quick and 
simple operation to consolidate the 


monthly averages into an annual aver- 
age. The accounts needing such an exact 
treatment in most banks would be few. 

The bringing of farm financing back 
into the banks cannot be quickly 
brought to pass. It is the principal job of 
the future order to restore country 
banks to their old prosperity and earn- 
ing power. In reaching this objective the 
efforts of bankers in their organized 
capacity will be most effective, because 
they will have to present a solid front in 
order to make any headway against the 
centralized power of farm financing. For 
that reason the task is particularly 
adapted as the major activity of the 
agricultural committees of the various 
state bankers’ associations. 

The Agricultural Commission of the 
American Bankers Association has taken 
the leadership by adopting farm ac- 
counting as its principal activity for the 
current year’s work. 

It is the individual responsibility of 
every banker to get behind the organ- 
ized efforts for the, successful accom- 
plishment of the task ahead. 
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Bankers and 


Building and 


Loan Men 


To the JOURNAL: 


| Eton the past decade there has 
been a tremendous growth in the 
building and loan associations of the 
United States. Although these institu- 
tions had their origin over a hundred 
years ago it was not until recently that 
they began to assume an important 
aspect in the financial life of the nation. 
As a result, the older type of financial 
institution, namely, the banks, looked 
upon these associations much as does 
the dowager of established social stand- 


ing upon the parvenu or society upstart. | 


Their attitude was “Well, who are you 
and what right have you to ape the 
First National?” 

In the last five years both types of in- 


stitutions have been severely tried. | 


Thousands of banks have failed and an 
equal number of associations have be- 
come “frozen up.” Neither can throw 


brickbats at the other. As has always | 
happened in American business life, the | 
stronger and better managed of both | 
types will come through and emerge | 


stronger and better. 
If a financier analyzes the two in- 


stitutions he will observe that they are | 
remarkably similar in their set-up and | 


way of doing business. Each solicits the 
money of the public, and the chief func- 
tion of each in addition to keeping this 
money safely is to lend it safely—the 
banks on collateral and the associations 
on real estate. A building and loan as- 
sociation is a bank “mutualized.” 
Practically, the similarity is even 
greater. The old type of association was 
a more or less quasi-philanthropic insti- 
tution and the ancient type of bank, 
when banks were first started, was some- 
what of the same nature. Today the 
modern building and loan association is 
run in the same business-like way that 
the modern bank is. 

Despite these great apparent simi- 
larities there is little real competition 
between the two. The association, at 
great expense in advertising and office 
maintenance, accumulates the savings 
of the people and puts them—where? 
Not in its own vaults but in some bank 
to be used in building more homes and in- 
creasing the wealth of the community— 
all redounding to the upbuilding of the 
bank’s deposits. 

Admitting that a building and loan 
association does draw some good savings 
accounts from the local banks, what 


happens to them? Instead of having to 
pay 2 per cent on them, the banker gets 
them for nothing in the shape of a com- 
mercial account, as they are immediately 
redeposited by the association. When 
some new house is completed the deposit 
is checked on and the money is divided 
among the material dealers and artisans 
of the community, to be by them sent 
into the usual channels of trade. 


The Government recognizes the ne- 
cessity for both in the life of the nation 
and plans that they shall work side by 
side in every community. The associa- 
tion will make a home and old age sav- 
ings possible for a ‘citizen, while the 
bank will help him build up a success- 
ful business. Both businesses should 
foster a spirit of cooperation and serv- 
ice, for the governmental plan con- 
templates great expansion in each in the 
years to come. 

FREDERIC C. MORSE 
Vice-President, Fidelity Mortgage Co. 
and The Mutual Deposit and Loan Co. 
Austin, Texas 
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banks or institutions. 


C.F. PIEHL 


REPRESENTATIVE 


1250 Broadway, New York City 


E 


AMERICAN BANKERS ASSOCIATION JOURNAL, 


Bankers’ Blanket Bonds 


ANKERS’ blanket bonds may prove 
themselves mere scraps of paper 
under certain conditions if the conten- 
tion of one surety company is legally 
sound. The point is that the application 
for such a bond contains a statement as 
to the reliability and habits of the offi- 
cers and employees of the insured bank. 
In the particular case the surety com- 
pany contends that the officer selected 
to sign the application for the bank had 
been guilty of a prior act of dishonesty 


and that his knowledge of his own 
delinquency avoids its liability on the 
bond. If a bank officer will not confess to 
an act of his own dishonesty, therefore 
under a well established general princi- 
ple of law the bank is not chargeable 
with his knowledge of his own de- 
linquency. An intensive study of the 
bond and the application leads to the 
conclusion that the defense is not good; 
but support of such defense is found in 
the decision of the Supreme Court of 
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Pennsylvania in Gordon v. Continental 
Casualty Co., 166 Atl. (1933) 557. 
The matter is of considerable im- 
portance because (a) the phraseology of 
the certification as to trustworthiness is 
broad, and (b) the bond may be avoided 
in its entirety, not only as to a future 
loss caused by the signing officer himself 
but also as to a loss caused by another 
officer or employee, and even any loss 
covered by the bond, other than fidelity 
protection, such as burglary, robbery 


_ and forgery. 


The particular defense is based not 
on a sound ground but merely on the 
| fortuitous circumstance that one repre- 
sentative of the bank rather than an- 
other signed its name to the applica- 
tion. 

Such defense can be avoided in the 
| future by having an inactive officer not 
covered by the bond sign the applica- 
tion for the bank. As for existing in- 
surance, the Insurance Committee of 
the American Bankers Association will 
ascertain whether the various surety 
| companies will so construe the bond and 
| application as to include such a defense. 


WAREHOUSE RECEIPTS 


Article VII, Section 2, of the code for 
the merchandise warehousing trade 
states that “every warehouse receipt 
issued by each member of the Trade 
| shall bear a notation showing his 
' certificate number and reading: ‘Sub- 
'scriber to Merchandise Warehousing 
Trade Code. Certificate No... .’” 


A Doubtful Time To Take on Weight 


CARLISLE IN THE DES MOINES REGISTER 
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Results of 
The Mareh 5 
Call 


_ Comptroller of the Currency 
published, for the first time, the 
condition of banks based on the March 
5 call when he addressed the Texas 
Bankers Association in Dallas on May 
17. Part of his report follows: 

“For the first time I am releasing to 
you today the results of the call report 
of March 5 of all national banks. The 
total assets of the 5,293 licensed na- 
tional banks operating on an unre- 
stricted basis in the continental United 
States, Alaska and Hawaii on March 5, 
1934, the date of the recent call for 
statements of condition, amounted to 
$22,941,173,000, in comparison with 
total assets of $21,747 ,483,000 reported 
by 5,159 national banks as of December 
30, 1933, the date of the previous call, 
and total assets of $20,860,491,000 re- 
ported by 4,902 national banks as of 
June 30, 1933, the date of the mid- 
summer call last year. 

“Loans and discounts, including re- 
discounts, on March 5 aggregated 
$7,899,279,000. These items on Decem- 
ber 30, 1933, and June 30, 1933, were 
$8,101,156,000 and $8,116,972,000, re- 
spectively. 

“Holdings of United States Govern- 
ment securities on March 5 totaled 
$5,407 348,000, which was an increase of 


Mr. O’Connor 


$938,201,000 since December and an 
increase of $1,375,772,000 since June 
30, 1933. Investments in other mis- 
cellaneous bonds, stocks and securities 
aggregated $3,428,443,000 and showed 
increases in the two and eight month 
periods of $26,818,000 and $88,388,000, 
respectively. 

“Balances with correspondent banks 
and bankers of $4,528,681,000, which 
included reserve with Federal Reserve 
banks of $2,029,848,000, showed an in- 
crease of $467,863,000 since December 
and an increase of $735,221,000 since 
June last year. Cash in vaults of $358,- 
302,000 showed increases in the two and 
eight month periods of $15,185,000 and 
$69,824,000, respectively. 

“The book value of capital stock of 
licensed banks on March 5 aggregated 
$1,653,930,000 and represented par 
value of $1,654,988,000. The latter 
figure was composed of class A preferred 
stock of $243,291,000, class B preferred 
stock of $5,535,000 and common stock 
of $1,406,162,000. The book value of 
capital stock showed increases in the 
two and eight month periods of $65,- 
680,000 and $138,283,000, respectively. 
The par value of the stock on March 5, 
1934, was $65,534,000 more than on 
December 30, 1933, and $137,783,000 
more than on June 30, 1933. Surplus 
funds of $867 ,825,000, undivided profits 
of $248,870,000, reserves for contingen- 
cies of $149,807 ,000 and preferred stock 
retirement fund of $130,000, a total of 
$1,266,632,000, showed decreases in the 
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two and eight month periods of $47,- 
284,000 and $74,275,000, respectively. 

“The liability of licensed banks on 
account of circulating notes outstanding 
on March 5, 1934, was $790,037 ,000, in 
comparison with $778,556,000 on De- 
cember 30, 1933, and $730,435,000 on 
June 30, 1933. 

“The deposit liabilities aggregated 
$18,790,487 ,000 and showed an increase 
of $1,200,605 ,000, or 6.83 per cent, since 
December and an increase of $2,016,- 
372,000, or 12.02 per cent, since June 
30, last year. The total on the date of 
the recent call included balances due to 
correspondent banks and bankers and 
certified and cashiers’ checks outstand- 
ing of $2,675,326,000, United States 
deposits of $958,160,000, other demand 
deposits of $8,564,337,000 and time 
deposits of $6,592,664,000. In the total 
of time deposits were included postal 
savings of $551,092,000, time certificates 
of deposit of $656,222,000 and deposits 
evidenced by savings pass books of 
$4,765,947 ,000, the latter figure repre- 
senting 13,155,358 accounts. 

“Money borrowed by the licensed 
banks amounted to $52,719,000 and 
showed decreases of $29,268,000 and 
$65,136,000 in the two and eight month 
periods, respectively. The aggregate 
borrowed at the date of the current call 
was represented by bills payable of 
$47,369,000 and rediscounts of $5,- 
350,000. 

“The percentage of loans and dis- 
counts to total deposits on March 5, 
1934, was 42.04, in comparison with 
46.06 on December 30, 1933, and 48.39 
on June 30, 1933.” 


ESTABLISHED 
MARCH 24, 1933 


RESOURCES-— $225,000,000 
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County and 
State 


(CONTINUED FROM PAGE 37) 

paid, and principal retired in ten an- 
nual instalments commencing in 1934. 
All 1934 maturities would go on a 
similar plan, with eight annual instal- 
ments. All 1935 maturities similarly, 
but with six annual instalments. By the 
plan, which was figured out conserva- 
tively and thoroughly with the best 
available legal and financial advice, this 
would permit all maturities of 1936 and 
subsequent years to be met in full in 
cash, so that by the end of 1943 all 
outstanding bonds would be retired 
except annual maturities of $5,000 due 
in each of the succeeding seven years. 
Thus by 1950 the county and all of its 
subordinate bodies should be entirely 
out of debt. 

All told, the program touches about 
20 taxing bodies, all of which unavoid- 
ably went into default in 1933—county, 
city, townships, school districts, road 
districts and so on. County bonds which 
in 1933 were selling for whatever the 
owner could get—some sales were re- 
ported in the 60’s—are now being traded 
in at or close to par. An issue of more 
than $200,000 of bonds based on judg- 
ments obtained by the county against 
the townships for poor-relief advances 
were recently marketed at par for a 5 
per cent coupon. A bond house is buying 
any bonds, either defaulted or refunded, 
at close to par because a ready local 
market exists for the refunding bonds. 

The Knox County experience points a 
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number of worthwhile conclusions for 
bank investment officers. First, obliga- 
tions of a municipality which has been 
spending extravagantly are likely to 
encounter trouble from understandably 
balky taxpayers. Second, when the 
taxpayers go on strike—whether by 
refusing to permit adequate levies or, as 
in other municipalities, by refusing to 
pay taxes levied at what they consider 
exorbitant rates—they are likely to go 
too far by depending upon their emo- 


tions rather than upon their intelligence. 
Third, where a municipality once gets 
into default it can seldom be jerked out 
of trouble overnight. Fourth, where a 
workable plan is developed and skilfully 
presented, it will usually meet with the 
cooperation of local officials and tax- 
payers. Fifth, as soon as investors have 
definite evidence of the municipality’s 
willingness and ability to pay out over 
a reasonable term of years, its obliga- 
tions quickly regain their standing. 


One of the Central States 


TUDY of the finances of the State 
of Iowa can be summarized in 
comparatively few words. The state is in 
excellent financial condition, and so are 
most of the subordinate tax levying and 
tax spending bodies. This encouraging 
condition arises out of a combination of 
circumstances. 

In the first place, the state has no 
outstanding bonds except a small issue 
used for paying the soldiers’ bonus 
shortly after the World War. Debt 
service for these bonds, with annual 
serial maturities, is met by a special 
tax. Since the amounts involved are 
minor, there has at no time been any 
question about meeting interest and 
principal payments promptly. 


Because the state is primarily agri- 
cultural, and because corn-belt farmers 
are notoriously careful spenders, outgo 
has at all times been carefully regulated. 
No long memory is required to recall 
the days when the state had very few 
hard roads—not that it could not afford 
them, but the voters saw no reason for 
taxing themselves to provide through 
highways for out-of-state tourists. To- 
day the state has excellent roads, which 
followed the motorization of its farms. 
The case is cited because it typifies the 
cautious way in which the state has 
proceeded with public outlays at all 
times. 

Again, for a number of years all 
cities, counties, school districts and most 


other taxing bodies have operated under 
the local budget law, by which budgets 
must be made and advertised well in 
advance, then certified after public 
hearings and sent to the state comp- 
troller. The comptroller’s office checks 
these item by item and is not at all 
backward about suggesting reductions 
and asking explanations. For practical 
purposes, all local budgets are reviewed 
at the statehouse and reduced where it 
seems wise. So the local bodies have 
been consistently restrained from ex- 
travagance, in consequence of which 
their obligations were reasonable when 
they entered the depression. Inci- 
dentally, of course, the corn-and-hog 
country has been in its own depression 
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for several years longer than the rest of 
the northern states, so that the pressure 
for economical government is nothing 
new. 

Moreover, despite the sad plight of 
the farmer as bulletined in the news- 
papers and on the floors of Congress, 
this same farmer has been in far better 
position to pay his taxes during most of 
the depression years than has the city 
industrial worker. He has had practi- 
cally all of his food and shelter, and in 
many instances his fuel, from his own 
farm without cash outlay. He has 
managed to get along with minimum 
purchases of store goods. And even 
though his cash income was small, 
unless he was mortgaged beyond all 
sanity he generally succeeded in paying 
his taxes before he lost his farm. 

When the depression struck, state 
expenditures did not fall materially. 
General state revenue expenditures for 
the four years 1929-1932 were, in 
millions of dollars, 16.8, 17, 16.6, 17.9. 
But with 1933 came a change; the figure 
dropped to 13.7. Similarly with the 
so-called trust expenditures, moneys 
derived not from general taxes but from 
licenses, fees, gasoline taxes, cigarette 
taxes, office fees and earnings of state 
departments, and so on. These were, for 
1929-32, 17.7, 22.8, 22.5, 20.1. But in 
1933 they fell to 16.1. The grand total 
expenditures of the state for these five 
years were 36.4, 41.7, 41.1, 40.3, 33. The 
expenses of the state for 1933 showed, 
therefore, slightly more than 18 per cent 
saving over 1932—a trend still visible 
in 1934 expenses, which should be 
several points lower if present indica- 
tions carry through. 


COUNTY ECONOMY 


IN subordinate taxing bodies the same 
wholesome tendency exists. The average 
reduction in tax levies by the first ten 
counties of the state, in alphabetical 
order, is 10.52 per cent in 1933 levies 
(collected in 1934) below the 1932 
levies. These savings have come through 
economies—the largest percentage of 
saving on this list is 21.78 per cent, the 
smallest 4.97 per cent. They include, of 
course, the savings in the general state 
tax, and the soldiers’ bonus tax which is 
not subject to savings except as the 
annual interest shrinks with the annual 
principal retirements. 

Let it not be assumed, however, that 
no pinch has been felt from reduced 
tax collections. As corn and hogs sank 
to new lows in city markets, tax collec- 
tions slowed down. In consequence the 
state has been forced to issue what are 
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known as stamped warrants—warrants 
which the treasurer stamps “Not paid 
for want of funds,” which thereafter 
draw interest until paid. Stamped 
warrants had until then been unknown 
in the state for many years. Today there 
are two millions of them outstanding, 
the interest on which is a substantial 
subtraction from cash available for 
current expenses. As a matter of fact, 
the treasury contains more than enough 
cash to retire these, but it would not 
leave enough circulating capital to run 
the state’s business; the state could, if 
necessary, clean up and not be in the 
red at all. 

Here, again, we encounter a variant 
on the theme which runs through all of 
these case studies—the diversion of the 
as yet unstrained Federal credit to the 
uses of subordinate governmental bodies. 
Ever since the A.A.A. and the other 
alphabetical farm bodies began putting 
out money for assorted agricultural 
purposes, and the Federal land bank 
began refinancing farm mortgages at a 
lively pace, millions upon millions of 
Federal credit have been coming into 
the state. 

The cash nominally goes to the 
farmer, and in passing through his 
hands actually improves his financial 
status. But it ends up in the banks to 
which he owed money, in the hands of 
investors who owned his mortgage, in 
the treasuries of taxing bodies to which 
he was delinquent. 

All this flow of Federal cash into the 
state has greatly brightened the picture 


KEYSTONE 


of state and local finance. Tax collec- 
tions perked up with the first corn-hog 
loans and bonuses on infant pigs. They 
continue to improve as the assorted 
alphabeticals get into real production in 
their réle. If the flow of Federal money 
continues, or if agricultural prices rise 
to restore prosperity to the farms, then 
the back taxes here will presently be 
caught up, and everything will again be 
current. 

The tie-in between public finance and 
banking shows up the more prominently 
in this state because of the lack of state 
bond issues. The effect shows up directly 
in the banks. The agricultural and farm 
land loans have been, as has been 
repeatedly emphasized, undercutting 
the profit opportunities of the country 
banker while at the same time permit- 
ting him the grateful opportunity to 
thaw out a lot of frozen loans. The 
stamped warrants of the state treasurer 
have been a welcome source of income 
to local banks in position to take them 
over from customers who received them 
in payment of accounts. Now, with tax 
collections improving in direct relation 
to the flow of Federal money into the 
state, these are probably due for early 
retirement, with further shrinkage of 
the country banker’s opportunities to 
keep his deposits earning him a return. 

If all sovereign states were in com- 
parably good position today, invest- 
ment officers, corporate treasurers and 
dealers in municipal bonds would be 
sleeping more soundly o’ nights. So 
would the taxpayers. 
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Money 


ONEY, banking and economic 
reconstruction occupy promi- 
nent places in the recovery 

program. Many books are appearing 
regularly, some of which explain to the 
complete satisfaction of their authors 
just why the present national policy of 
this country is certain to solve our most 
difficult economic problems, while other 
books are just as enthusiastically writ- 
ten to show why we are going to the 
“damnation bow-wows’’. Despite all 
these volumes, favorable and otherwise, 
not a few of which are ill conceived and 
hastily written, much doubt and uncer- 
tainty prevails in some circles regarding 
the ultimate outcome of these “experi- 
ments’. It is becoming increasingly 
more evident that an unfavorable atti- 
tude toward business recovery cannot 
be overcome until a definite monetary 
policy has been adopted. The idea that 
our basic trouble is a monetary one 
cannot be accepted. 

James P. Warburg in The Money 
Muddle (Alfred A. Knopf, New York), 
gives, in a semi-popular style, a very 
vivid account of the happenings in 
Washington after the inauguration on 
March 4, 1933, as well as what took 
place at the London Economic Confer- 
ence. Our trouble, which was not pri- 
marily a monetary one, according to 
this author, started during the World 
War and was shoved ahead by a “dizzy 
peace”. Mr. Warburg feels that we had 
lost our respect for law and order and 
had adopted “a new immorality—the 
immorality of disillusion and despair.” 

This book may be divided into three 
parts. First, there is presented a discus- 
sion running through several chapters 
which gives an elementary treatment of 
monetary and banking principles; sec- 
ond, his criticisms of the policy fol- 
lowed; and third, his own suggestions 
for reform. Considerable attention is 
devoted to the commodity dollar and the 
Warren theory of prices. Mr. Warburg 
says his own advice was rejected by the 
Administration, while that of Prof. War- 
ren was acceptable because the latter 
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seemed to promise higher wages and 
prices immediately. The point of view 
that our monetary and banking system 
had reached a low standard and would 
likewise require a long, painful period 
of recovery was distinctly distasteful 
and unacceptable to those in power. 

Mr. Warburg holds that the monetary 
program involves two fundamental fal- 
lacies: first, that a rise in prices is 
essential to recovery which can be 
realized by depreciating the currency, 
and second, the contention that the debt 
burden is insupportable and must be 
relieved by depreciating the currency. 
He advocates the reduction of interest 
on debts. Fisher, Warren, Rogers, and 
the Committee for the Nation played an 
important réle in influencing the course 
of action of the President during the 
London Economic Conference. 


RECOMMENDATIONS 

MR. WARBURG recommends a return 
to a modernized gold standard. This 
will, he thinks, restore confidence and 
do much to bring about stable condi- 
tions which will act as a spur to greater 
business activity. As a means of reform- 
ing our banking system, he advocates 
a unified banking system, an extension 
of branch banking, an increase in 
capital requirements, and a much wider 
use of short term bank loans to finance 
the marketing of goods. 

The book is a contribution to the 
discussion of the present monetary 
problem. The author’s knowledge of the 
Administration fits him admirably to 
outline the problems involved and the 
reasons for the course finally adopted. 
The story is extremely instructive and 
should be read by those who are anxious 
to get a better picture of the economic 
changes following the bank holiday. The 
subject matter is presented in a forceful 
style and can be easily read and under- 
stood. It is, nevertheless, a severe 
indictment of the economic policies 
underlying the New Deal. 

Tomorrow’s Money, by Frank A. 
Vanderlip (Reynal & Hitchcock, New 


York), isan attempt to give us the cause 
or causes of our monetary difficulty, 
the present situation, and practical 
cures needed to give us a satisfactory 
standard of value. The root of our 
trouble lies in this, that ‘we undertook 
the impossible in the way of giving gold 
liquidity to wealth”. Mr. Vanderlip 
contends that the gold standard worked 
only when we had an unhampered flow 
of economic goods, and that it broke 
down after the war because of the 
nationalistic spirit which was developed. 

Mr. Vanderlip advocates a new gold 
standard which should be a “bullion 
standard and not a coin standard”. 
Moreover, this gold should be exchanged 
by the Treasury freely for paper money 
only if the gold is wanted to make 
settlement for a legitimate foreign 
trade balance. Further, he feels that 
there should be established a Federal 
Monetary Authority which would be 
the occasion for a free gold market. 
There seems very little excuse for such a 
body since we have the Federal Reserve 
System. Granting for the sake of argu- 
ment that such a plan be advisable, 
why should not the Federal Reserve 
System perform this function? We have 
already too many financial bodies or 
authorities in this country. This has 
been amply demonstrated by the farm 
mortgage financing machinery which 
has been built up. 

One of the most interesting parts of 
this book deals with the subject of 
liquidity of bank credits versus bond in- 
vestments. The ideas presented are 
not new, but they cannot be over- 
emphasized. The failure to recognize 
that the assets held back of demand 
deposits should be such that they may 
be easily converted into cash has been 
the cause of a large number of bank 
failures as well as frozen portfolios. The 
decline, according to Mr. Vanderlip, of 
short term commercial paper was due to 
(1) the fact that corporations turned to 
financing through the sale of long term 
issues, (2) the ease of lending on stock 
and bond collateral and (3) the use of 
mortgage credit. The chapters dealing 
with this phase of the problem are 
probably the most valuable sections of 
the book. 

No doubt the book will be read and 
enjoyed by many. It contains a certain 


amount of “preachings” about the 
individual working for the good of all 
and reasons that “some sacrifices” 
should be made for the “ultimate good 
of all of us”. His outline for a managed 
currency is not well thought through; at 
least it is not so outlined in this volume. 
On the other hand, his suggestions for 
banking reform are highly desirable. 
Among other things, he recommends 
that commercial banks lend more 
strictly on short term basis, that we 
adopt branch banking, that some type of 
mortgage banking institutions be estab- 
lished, and that standards of the bank- 
ing business be raised—banking should 
be made a profession. 
Joun M. CHAPMAN 


Reconstruction 


Economic Reconstruction, the Report 
of the Columbia University Commission 
(Columbia University Press), is a work 
initiated by Dr. Nicholas Murray Butler. 
The commission was composed of a 
number of distinguished economists, for 
the most part associated with Columbia 
University. Its chairman was Professor 
Robert M. MaclIver. 

The text falls into two divisions—the 
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general report representing the joint 
effort, and a series of special reports. 
The general report consists of an in- 
quiry into the disparity between utilized 
and potential capacity, thence into the 
definition of the problem of economic 
equilibrium and thence into specific 
recommendations for the restoration 
and maintenance of economic equilib- 
rium. These recommendations broadly 
cover the adoption of a monetary sys- 
tem which will raise and stabilize the 
price level, and the acceptance of the 
principle of national economic planning, 
especially with reference to expenditures 
upon public works. Thus the report is in 
harmony with what appears to be the 
trend of the Administration program; 
but it is far from being a mere rational- 
ization of the confused sequence of 
experimental improvisations that have 
emanated from Washington, not only 
during the past year but for a longer 
period. 

With reservations, this report was 
signed by all members of the commis- 
sion. Furthermore, your reviewer offers 
the guess that, if the report were sub- 
mitted to the economic and social 
faculties of all American universities 
it would receive the endorsement of the 
greater proportion of their members. 
It is a lucid and comprehensive sum- 
mary of current academic economic 


thought in America. Not equal una- 
nimity of support would be. encoun- 
tered among what are, for want of a 
better term, called “practical” econ- 
omists—those who, having an aca- 
demic and theoretical training, are in 
daily life associated directly with finance 
and industry. The divergence would 
arise regarding the very premises of the 
arguments. 

Conceding the advantages of a stable 
price level, is our knowledge of monetary 
forces so complete as to offer assurance 
that it is any more attainable under a 
managed currency than under the gold 
standard? Conceding the advantages of 
integrated and national economic plan- 
ning, to what degree is it possible under 
a system of Government character- 
istically submissive to the pressure of 
special interests and organized minor- 
ities? Such doubts are expressed in the 
addendum of Professor Schumpeter of 
Harvard who, with Professor Angell of 
Columbia, recommends “ definite return 
to the gold standard at the earliest 
possible moment”; and who, recalling 
that under the old system there was 
an “increase . . . of the real income of 
all classes during the last 30 years and 
in spite of the prodigious waste of the 
war period,” contrasts the opportunities 
of such a system “with the untried 
possibilities of planning”’. 

Of the eight special reports, four (by 
Dr. Gayer, Columbia) cover various 
aspects of the monetary problem. These 
chapters are especially recommended to 
persons who, like the reviewer, and 
unlike Dr. Gayer, advocate the gold 
standard. They emphasize the fact that 
the gold standard, or any monetary 
standard for that matter, cannot be 
selected simply for its own merits; the 
monetary system must be in harmony 
with the general economic system. The 
gold standard essentially imposes limita- 
tions and disciplines; and an economy 
which accepts the gold standard must 
accept its rigors as a compensation for 
its benefits. If it is unwilling to accept 
the implications of the gold standard, 
if, with Dr. Gayer, it believes that it can 
organize a better economy free from 
such limitations, it must devise a 
monetary standard conforming to and 
capable of integration with its new 
principles. Mere advocacy of a “return 
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to the gold standard” (and in this your 
reviewer believes Dr. Angell and Dr. 
Schumpeter would agree) is no longer 
of itself a monetary program. It is only 
one part, of a monetary-economic 
program. Dr. Gayer’s chapter should 
widen the appreciation of this fact. 
ROBERT B. WARREN 


American Bankers 
Association 
Transit Book 


The official transit book of the Ameri- 
can Bankers Association, which has just 
come from the Rand McNally press, 
evidences a flourishing banking condi- 
tion in the United States, with 18,593 
head office banks and independent 
branches open for transit operations. 
This is in addition to several thousand 
reserve banks, foreign banking agencies, 
postoffices and other quasi-banking or- 
ganizations which are part of the 
numerical system. 

This compares with a total of less 
than 17,000 numerical transit system 
units shown in last year’s volume. 

First inaugurated in 1911, the Nu- 
merical Transit System of the American 
Bankers Association has been for some 
time a universally applied banking 
practice in the United States. The Key 
Book, through which the system func- 
tions, contains three sections—one, 
outlining standard practices and stand- 
ard forms, another listing all banks of 
the System numerically by their prefix 
and suffix numbers and a third listing all 
banks geographically and alphabetically 
by name, with transit number attached. 
It is thus possible to check drafts, 


found their efforts rewarded by having 
such funds to live upon during the time 
when they had neither employment nor 
any other income. The subject of thrift 
is discussed in the little volume by 
Frank C. Mortimer, The Uses and 
Abuses of Thrift (Bankers Guide Book 
Publishing Company, Los Angeles). 
The author regards thrift as a neces- 
sity in creating a great nation, as well as 
providing a protection to individuals. 
Mr. Mortimer recommends that the 
saver adopt a careful plan, setting aside 
regularly a certain portion of his income 
which should be deposited in a well 
managed bank where the interest rates 
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are not so high as to involve too great 
risk in the use of such funds. 

Funds thus saved should from time to 
time be converted into investments, be- 
ginning with high grade bonds, and 
later, as his funds accumulate, he may 
wisely invest some of it in stocks in 
order to realize a higher yield. It would 
be too much to expect the writer in the 
small space he had to prescribe specific 
standards, but that is, of course, what 
troubles the ordinary investor who does 
not know what tests to apply to in- 
dividual investments. The reasons for 
saving are clearly stated. 

Joun M. CHAPMAN 


Mexican Bankers Association 


en bankers, in a five-day 
meeting at Guadalajara, the third 
annual conference of their association, 
displayed considerable interest in the 
“humanization” of banking in the 
light of modern social needs. 

Bankers emphasized the importance 
of educating business men to modern 
bank practices. A desire was expressed 
for cancelling obsolete and restrictive 
banking and mortgage laws, to be fol- 
lowed by the passage of new laws. 

A number of bankers from the United 
States attended the meeting, represent- 
ing banks with Mexican branches. An 
account of the meeting spoke of the 


remittances, letters and other forms of § 


any bank with accepted standards, to | 


locate the name and location of any 
bank whose transit: number is known 
and to ascertain the transit number of 
any bank whose name and location are 
known. 


Thrift 


The virtues of thrift and the dis- 
advantages of unwise spending have 
long been subject matter for numerous 
essays. The need of saving has been 


brought home to many during this de- 9 


pression in a very forceful way. Many 


who had saved consistently for years & 


“cordial and friendly spirit” in which 
these Americans were received. Among 
them were H. G. Brock, vice-president 
of the Guaranty Trust Company, New 
York; J. C. Rovensky, vice-president 
of the Chase National Bank, New York; 
E. Leuenberger, assistant vice-president 
of the Wells Fargo Union Bank and 
Trust Company, San Francisco; W. H. 
Schroeder, vice-president of the Citizens 
National Bank of Los Angeles, and L. L. 
Lentz, vice-president of the First Na- 
tional Bank of San Antonio. 

Sr. Agustin Rodriguez, director gen- 
eral of the Bank of Mexico, opened the 
convention. 
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Prosperity Made Certain 


T seems logical enough, of course, 
that if deposits in commercial banks 
are insured, the deposits of share and 
certificate holders in building and loan 
associations should also be insured, and 
one might go on down the list of 
fiduciary institutions whose obligations 
might be insured for the benefit of the 
investing public. Still, there must be a 
limit somewhere. The new housing 
guaranty scheme now before Congress 
involves three new Federal agencies. 
The Home Credit Insurance Corpora- 
tion would have a capital of $200,000,- 
(00—furnished by the Government, of 
course—and borrowing power up to 15 
times its capacity to insure financial in- 
stitutions against loss on loans in a home 
and building modernization campaign 
up to 20 per cent of the loans. The plan 
also includes insurance of amortized 
mortgages on owner occupied homes 
and low cost housing projects. The cam- 
paign is to be carried out principally 
through national mortgage associations 
to be formed by local business interests 
in each community with a minimum 
capital of $5,000,000 each and with 
borrowing and debenture issuing power 


up to 15 times its capital, the system of 
such associations to be under the con- 
trol of the Home Loan Bank Board. A 
Federal Savings and Loan Insurance 
Corporation also is to be organized with 
a capital of $100,000,000 paid in Home 
Owners’ Loan Corporation bonds, to 
insure deposits, investment certificates 
or repurchasable shares in the new na- 
tional mortgage associations, building 
and loan associations, savings and loan 
associations, homestead associations and 
cooperative banks, up to the amount of 
$2,500 in any one account. Premiums 
for this insurance are substantially the 
same as those charged banks by the 
Federal Deposit Insurance Corporation. 

No one is likely to question the need 
of getting idle funds into construction 
investment channels, but a good many 
people are likely to question the prac- 
ticability of doing so by providing more 
credit, more socialistic insurance, and 
more elaborate machinery in a set-up 
already complicated beyond the under- 
standing of the man in the street. 
Capital will flow naturally into con- 
struction as soon as basic conditions in 
the nation are more settled. 


SUGAR 


Sugar beets and sugar cane became “‘basic agricultural commodities”? under the 
A. A. A. when, on May 9, President Roosevelt signed the Costigan-Jones sugar pro- 
duction control bill. A processing tax was, of course, involved. Those who witnessed 
the signing of the bill were, left to right in the picture, Senators Costigan, Thomas 
(Utah), O’Mahoney, Assistant Secretary of the Interior Chapman, Assistant 
Secretary of Agriculture Tugwell and Representative Cummings 


Forget the Future 


You can, once 
you ve made it secure with 
a John Hancock Retire- 
ment Annuity. 


It is a simple way to 
prepare now for a guaran- 
teed life income when you 
are ready to retire, and the 
results are sure. 


INSURANCE COMPANYS 


oF BosTON, MASSACHUSETTS 


JoHNn Hancock INquiry BurEAU 
197 Clarendon Street, Boston, Mass. 


Please send me your booklet about 
Annuities. 


Name 
Street and No. 


City 


A.B. A. J. 34 


MONARCH 


FIRE INSURANCE 
COMPANY 


CLEVELAND, OHIO 


Capital 
$500,000.00 


RALPH RAWLINGS, President 
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Trust Investment Information 


The New Importance of Washington 


N MARCH 4, 1933, the day when 
Mr. Roosevelt became President, 
Washington, D. C., became the 
business and financial nerve center of 
the country. The newspapers were 
quick to realize it and banks and trust 
companies were almost as quick. Lately, 
to be sure, this extraordinary change 
has shown a disposition to reverse it- 
self, a fact manifested in the rising wave 
of opposition to Government interfer- 
ence in business. We are not especially 
concerned here, however, with the sta- 
tus of Washington as a financial and 
industrial capital, but with the new in- 
vestment problems of trust institutions 
growing out of the events of the past 
year. 
The president of a large city trust 
company has said that “a good trust 


investment officer is a man who knows 


PRESTIGE 


Zachary Taylor was the first 
President to reside at the old 
Willard — known modernly 
as “the Residence of Presi- 
dents.” 


luxury —have the social dis- 


Enjoy its modern 


tinction and convenience of 


this preeminent address. 


Single Rooms with Bath $4 up 
Double Rooms with Bath $6 up 


Ne 
WILLARD HOTEL 


WASHINGTON, D. C. 


H. P. Somerville, Managing Director 


By PAUL D. GESNER 


Trust Editor, New York American 


how to use the tools of the art. The right 
tools are available to any bank, whether 
large or small, whether rich or modest. 
They are not costly. In the main they 
are statistical services, company rec- 
ords, the newspapers, news services and 
other sources of information. With 
these, a knowledge of banking and good 
judgment, one good trust investment 
officer can develop a sound trust invest- 
ment policy and look after a good sized 
trust department almost single-handed.”’ 

What are the tools with which the 
officers of large trust institutions work 
under present conditions? 

Inquiry at the trust investment de- 
partments of ten New York trust com- 
panies and banks revealed none which 
were not available to any trust institu- 
tion anywhere in the United States. 

The big institutions, of course, spend 
more money and use more men than 
smaller trust companies. Proportion- 
ately, however, they spend little more 
“per dollar of trust assets,” one trust 
man asserts. 

What information sources are so uni- 
versally used that they might be called 
“standard equipment?” What are the 


| tools of the “art of trust investment” 
| now in use in large institutions? 


Coverage of Washington is first and 


| foremost in the minds of investment 
| officers today. The discretionary powers 
| over the nation’s money held by the 
| President, the activities of Congress and 
| Congressional committees, the N.R.A. 
_ and allied agencies’ arbitrary control 
| over private business and industry, are 


representative of Capital forces which 
have changed and can again change 


| investment trends overnight. 


Many banks receive a part of their 
information on Washington trends from 


| contact men in that city. Economists 


and carefully chosen observers have 


| been stationed at Washington by some 
banks for over a year. Officers of many 


institutions go to Washington to get the 
views of Administration leaders from 
time to time. The trust departments, 
however, receive little direct investment 
information from such representatives. 
Banks send observers to Washington 
mainly to observe trends of significance 
to commercial banking, not in the inter- 
ests of the trust departments partic- 
ularly. 

At the moment, New York invest- 
ment officers rely upon information 
sources available to any trust institu- 
tion in the country. They receive an 
amazingly large part of their Washing- 
ton information from careful reading 
of the daily newspapers. The better 
daily newspapers, financial newspapers 
and weekly financial publications give 
the fullest day-by-day coverage of 
Washington news available. 

Trust men also read the ‘“ Washing- 
ton news letters,” periodic reports on 
Washington trends which are written 
and sold through subscription by private 
agencies. Good newspapers and good 
news letters do not overlap in coverage. 
The newspapers primarily report facts 
—give complete reports of things as they 
happen. The Washington newsletters give 
sketches of what is happening, and fore- 
casts of what is expected to happen in 
the near or distant future. The fore- 
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casts are founded on current thought, 
subject, of course, to change. The 
reader is allowed to use his judgment as 
to the plausibility of the predictions. 

Newspapers, news letters and con- 
tacts with local residents in official 
Washington offer the small trust com- 
pany a diversified Washington coverage. 

The New York daily general and 
financial newspapers, and weekly or 
monthly financial journals offer trust 
officers the best New York coverage, so 
far as news is concerned. 

News ticker services bring financial 
events to the investment officer’s desk a 
few minutes after they occur. The ticker 
service is especially valuable in institu- 
tions where the volume of trust invest- 
ment changes at times necessitates 
large-scale trading in active markets. 


AUTHORITATIVE ECONOMICS 


THE American Bankers Association 
JouRNAL and the Federal Reserve bulle- 
tins furnish valuable banking, trade and 
business facts and accurate reports on 
trends. The periodic reports on eco- 
nomic conditions and business written 
by the economists of the nation’s large 
metropolitan banks present scholarly 
and conservative reviews of both local 
and national affairs. 

Brokerage house letters and surveys 
offer market opinions and observations 
of firms in the business of buying and 
selling securities for others. 

Prospectuses issued by houses offer- 
ing new securities are today more com- 
plete than ever before, because of the 
stringent provisions regarding liability 
in bond and stock offerings. These some- 
times give new and hitherto unpub- 
lished information about the companies 
behind the issues. 


The corporation records of the better 
statistical services are a part of the 
backbone of the investment depart- 
ments of every good trust company and 
bank. The better statistical services 
employ thousands of trained workers 
who study the activities of practically 
all corporations and companies in the 
United States. At reasonable prices, 
they give subscribers complete five-foot 
shelves of volumes containing detailed 
histories, earnings reports, balance 
sheets, sales records, debt structures 
and dividend payments—complete sta- 
tistical pictures of individual corpora- 
tions. The volumes are supplemented 
by cumulative current reports issued 
almost daily, which keep the records up 
to date. 

The libraries of trust companies and 
banks are mines of specialized informa- 
tion, but most of the material in them 
comes from ordinary sources within the 
reach of any trust institution. Files of 
daily newspapers, financial newspapers, 


weekly and monthly financial and busi- | 


ness publications, trade journals, steel 
output statistics, electric output statis- 


tics, car loadings reports, business and | 


trade indices, banking journals, the an- 
nual reports of companies and corpora- 
tions—these and thousands of other 
records are filed for reference. 

Gathering information is one thing. 
Making it usable is another. Trust in- 
stitutions, particularly in the larger 
centers, have large statistical and cleri- 
cal staffs to tabulate pertinent informa- 
tion so that the investment trust officer 
at a glance may see the position of a 
company behind a security. 

What about the small trust institu- 
tion with a small trust investment de- 
partment appropriation? The trust man 
who asserted, as was pointed out ear- 


Congress will soon adjourn. But that will mean no lack of 
Washington news. Left, an empty Congressional press gallery; 
below, four rows of connections on the White House telephone 


switchboard 


lier, that the cost of investment ad- 
ministration “per dollar of trust as- 
sets” is virtually the same in all good 
trust institutions, irrespective of size, 
believes that the handling of trust 
investments is just a matter of common 
sense. 

“Take our own trust investment of- 
ficer,” he said. ‘He has judgment, and 
he has had experience. He knows the 
tools of the trade—sources of informa- 
tion. Put him in a small trust company 
a thousand miles from New York, give 
him a stenographer from the clerical 
department and a lad from the statis- 
tical department, and in three months 
he will be handling all of the company’s 
trust investments in an A-1 manner. 

“‘A skilled investment officer is the 
driving force behind every successful 
trust department.” 


Largest and Leading it 
Southern California 
Bank 


123 Branches in 
Southern California. 
Each Branch pre- 
senting the Strength 
of the whole Bank. 


ECURITY - FIRST 
NATIONAL BANK. 
OF Los ANGELES 


Every Service, Savings, Com- 
mercial, Trust, which any 
Bank or Trust Company may 
legally offer to perform. 


SHORT TERM NOTES 


Rates and maturities upon request 


Commercial Credit Company 


Baltimore 
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100 East 42nd Street, New York 
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Strikes in the Midst of Unemployment 


(Continued from one) 


the plant and officers oi tne! | 
estimate the damage done so! |} 


g 


the plant. which is 
of the busivess district. 
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| 
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ACME AND A. P. PHOTOS ANGELL 


hardly makes sense. 


AND there are many other items in the day’s news that are 
just as incongruous when detached from the main stream. 


BUSINESS men and bankers cannot afford to be near-sighted. 


They READ the JOURNAL. 
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CONVENTION 


CALENDAR (1934) 


A. B. A. Meetings 


June 11-14 A. I. B. Convention, Washing- 
ton, D. C. 

Oct. 22-25 A. B. A. Convention, Washing- 
ton, D. C. 


State Associations 


June 7-8 Minnesota Bankers Association, 
St. Paul Hotel, St. Paul. 

June 7-9 Virginia Bankers _ Association, 
Cavalier Hotel, Virginia Beach. 

June 8-9 Massachusetts Bankers Associa- 
tion, New Ocean House, Swamp- 
scott. 

June 8-9 West Virginia Bankers Associa- 
tion, New Greenbriar Hotel, 
White Sulphur Springs. 

June 11-12 New York Bankers Association, 
Saranac Inn, Upper Saranac. 

June 15-16 Colorado Bankers Association, 
Hotel Antlers, Colorado Springs. 

June 15-16 Idaho Bankers Association, 
Boise. 

June 15-16 Utah Bankers Association, Bryce 
Canyon. 

June 18-19 Oregon Bankers Association, 
Gearhart. 

June 25-27 Iowa Bankers Association. 

June 20 Connecticut Bankers Associa- 
tion, Farmington Country Club, 
Farmington. 

June 19-20 Wisconsin Bankers Association, 
Hotel Schroeder, Milwaukee. 

June 20-22 Michigan Bankers Association, 
Pantlind Hotel, Grand Rapids. 

June 21-22 Washington Bankers Associa- 
tion, Olympic Hotel, Seattle. 

June 26-27 Ohio Bankers Association, Co- 
lumbus (Tentative). 

June Rhode Island Bankers Associa- 
tion, Providence. (Date not 
selected.) 

July 2-4 North Dakota Bankers Associa- 
tion & South Dakota Bankers 
Association (joint convention), 
Deadwood, S. D. 

July 6-7 Maine Bankers Association, Bar 
Harbor. 

July 20-21 Montana Bankers Association, 
Canyon Inn, Yellowstone Park. 

Aug. 31- Wyoming Bankers Association, 

Sept. 1 Lander. 

Sept. 6 Delaware Bankers Association, 

Rehoboth. 


Other Financial 


June 2 Robert Morris Associates, Sky- 
top, Pa. 

June 4-6 Reserve City Bankers, Sky Top 
Lodge, Sky Top, Pa. 

June 11-15 National Association of Credit 
Men, Los Angeles, California. 

June 25 National Association of Real 
Estate Boards, Minneapolis, 
Minnesota—1 week. 

Aug. 27-31 American Bar Association, An- 
nual Meeting, Milwaukee, Wis- 
consin. 

Sept. 13-15 Maine Savings Banks Associa- 
tion & Massachusetts Savings 
Banks Association (joint conven- 
tion), Poland Springs House, 
Poland Springs, Maine. 

Sept. 10-13 Financial Advertisers Associa- 
tion, Hotel Statler, Buffalo, N. Y. 

Sept. 17-19 Morris Plan Bankers Associa- 
tion, Westchester Country Club, 
Rye, N. Y. 
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Tradition 


ballyhoo and the statements of 

those who have an axe to grind is a 
dangerous basis for reaching judgments 
on the myriad questions that face solu- 
tion by a bewildered people. 

The only means to wise opinions is an 
open-minded study of the news and 
news discussions. Such open-minded- 
ness on the part of a majority of the 
people, together with a fair recognition 
that there are still, even in long-drawn- 
out emergencies, at least two sides to all 
questions in Washington as elsewhere, 
can supply the only atmosphere in which 
reasonable debate and unbiased con- 
clusions can exist. 

It may be wishful reasoning with hope 
the father of the thought, but an im- 
partial observer of developments in 
Washington cannot avoid the impres- 
sion that an under-current of near 
conservatism is perceptible in the na- 


borers in hearsay, rumor, 


tion’s affairs in recent weeks, with some 
promise of a return to less radical prin- 
ciples of Government. It is too early to 
conclude that the various and sundry 
economic specialists and experts have 
been thrown into the discard, but there 
is increasing evidence that their part 
in the Administration is less. 
Conspicuous among the facts sup- 
porting this view is the practical aban- 
donment, certainly for the time being 
and apparently for good and all, of the 
major inflationary monetary policies 
which have been the keystone of the 
New Deal arch. Easing the silver bloc 
out of the political and economic picture 
is inflationary, of course, but perhaps 
the policy followed is the less of two 
evils, and in any event the inflation in 
sight is not serious. Government ex- 
penditures, though still large, are being 
reduced far below the estimated outlay 
for the year. Reorganization of the 
N.R.A., effective though secret, is in 
progress. Regimentation is not as popu- 
lar as it was a few weeks ago, even in 
the inner circles of the Government. 
The closer the country gets to actual 
recovery the more it is indisposed to 
accept those rules of conduct which 
theorists have been foisting upon it, and 
the innate genius of individualistic en- 
terprise in the American people is again 
coming to the surface. It is becoming 
more and more certain that most of the 
extraordinary policies followed in the 
past year have had little if any per- 
manent beneficial effect upon the na- 
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AMALGAMATED 


tion’s economic prospects where they 
have not been actually harmful. 

Out of the welter of conflicting 
policies and general confusion there is 
gradually appearing a line of action 
which the Government can take with 
considerable assurance of immediate 
favorable reaction in the recovery cam- 
paign, and there is considerable evidence 
that this action may be taken. It is 
evident, first of all, that the threat of 
Congress must be removed. There has 
always been more or less disturbance to 
business in possible Congressional action, 
but in no Congress in history has there 
been so much reason actually to fear 
what a day’s session might bring forth. 
This is distinctly a radical Congress, 
particularly an inflationist Congress. 

The nation has it from the President 
himself that panaceas are not to lift the 
country out of depression over night. 
This doctrine has been developed rather 
late in the proceedings, but it is a final 
recognition of facts which is encourag- 
ing. Hence, the sooner panaceas are 
dropped and efforts toward recovery 
are turned toward time-tried methods 
the sooner will the latter be given an 
opportunity to operate. The country, 
with the rest of the world, is definitely 
turned in the direction of recovery, and 
if the brakes on the machine are released 
it will move forward more rapidly— 
not, indeed, to attain its destination 
over night but perhaps much sooner 
than conditions of the past four years 
have given the country reason to expect. 
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